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nflation Cycle 
Not Yet Complete 


By E. M. ZIMMERMANN 


Writer, holding temporary decline in prices is no indication of halt 
of inflation, points out the inflation in excessive “check money” 
and heavy national debt. Says inflation trend has not completed 
cycle, and is likely to run its full course. Sees danger in increased 
velocity of money circulation, but concedes there is remote chanée 
we may escape completion of full inflationary cycle. 


That no political party has the guts to stop inflation in this 
country is the statement made by the writer in these columns four 


months before © 


Inter-Relations of Wages, Prices 


the election 
last fall. The 
present sorry 
spectacle in 
W as hington, 
of the Senate 
shadow-b o x- 
ing with re- 
ducingthe 
national budg- 
et, furnishes 
additional 
proof of the 
correctness of 
this statement. 

Let’s not 
fool ourselves. 
We should not 
be decived by a few scattered 
signs of deflation here and there. 
Inflation remains the _ gravest 
danger we face today. We must 
not be fooled by temporary de- 
clines in prices of goods which for 
the time being are in over-supply; 
by recessions in prices of com- 
modities which were forced too 
high by government interference 
with the law of supply and de- 
mand, or by bargain sales by 
department stores of inferior war- 
time merchandise or bankrupt 
stocks. 

Granted there has been a 
reduction of about 6% in actual 


(Continued on page 1554) 
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The Future of Gold in the World Economy 


By PETER M. ANDERSON* 


Managing Director, Union Corporation, Johannesburg, South Africa 


Foreseeing a strong and increasing demand for gold throughout world, despite demonetizations, 
South African mining executive points to increasing wealth in Near and Far East as creating increased 
gold demand. Predicts gold will continue to play important role as monetary base in Western World 
and that gold supplies will continue to be steady with South Africa leading producer. Holds U. S. 
and other leading trading nations will permit private gold holdings, and gold will more than ever be 


a universal international money. 


In recent years many prophets have arisen who hold that gold has outlived its days 
and that its monetary use is now an anachronism. These prophets include well known 
politicians, economists and businessmen. Some of them have called it a joke that metal 
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—@ should be dug 


a Free Society 


By EMERSON P. SCHMIDT* 


Director, Economic Research Dept., United States 
Chamber of Commerce 


Describing capitalist system under a free economy, with its inter- 
relations of wages, profits and prices, Dr. Schmidt ascribes its present 
difficulties to distortions of the World Wars. Lays 
greatest cause of labor unrest to instability of 
dollar, and holds wage increases do not solve 
problem because of wage-price spiral. Points out 
on V-J Day factory wage earnings had risen 81% 
above 1929 and cost of living only 6%. Says part 
of our trouble is due to shortage of capital and 
argues further wage increases cannot be taken 
out of profits. Concludes workers may price them- 
selves out of market and create unemployment 


The opportunity to meet with you is greatly 
appreciated for two reasons: First, because our 
progress toward postwar readjustment both at 
home and abroad is not going well in spite of 
some surface indications, and, second, you are in 
a position to help do something about it. While our economic sys- 
tem is fundamentally still very strong, some things seem to have 
gone wrong in the way in which we are operating it. What do we 
mean by the American economic system? 

(Continued from page 1545) 


*An address by Dr. Schmidt before the National CIO-Education 
Conference, Columbus, Ohio, March 13, 1947. 
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up at heavy 
cost in Africa 
and elsewhere 
and shipped to 
the U. S. A,, 
only to go 
underground 
again at Fort 
Knox. Others 
have claimed 
that all the 
goldinthe 
world could 
be sunk in the 
ocean without 
anyone being 
the poorer. 
The fact that 
you have invited me to address 
you on the future of gold may 
perhaps reflect the fears caused 
by these various predictions. 


At present the prophets’ taunts 
show no sign of coming true. The 
demand for gold is greater than 
ever before, although stocks held 
are the largest in history. Nearly 
all governments have gone to 
great lengths to suppress any de- 
mand that might be made by the 
public; 
themselves the right to hold gold 
and have lost no opportunity of 





Peter M. Anderson 





*Text of Mr. Anderson’s paper 
presented before World Confer- 
ence on Mineral Resources in con- 
junction with 75th Anniversary 
Celebration of American Institute 
of Mining and Metallurgical Engi- 
neers, New York, March 18, 1947. 
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they have reserved to 


satisfying their own demands. 
Where the public has been al- 
lowed to buy gold, the demand 
has proved impressively strong. 
In India the price of gold equals 
about $82 per oz. fine, having 
been $90 earlier in the year; in 
Egypt, $65-70, after having been 
$87, and elsewhere it is even 
higher. In Palestine, for instance, 
the golden sovereign is traded at 
about £5, equivalent to $86 per 
fine oz., having been nearly £6, 
equivalent to some $100 per fine 
oz., earlier in the year. Mexico 
and Brazil are at present selling 
gold to the public for the equiva- 
lent of $40 per oz. fine. In 
Switzerland the National Bank, 
which holds enough gold to ex- 
change its whole note issue, 
started a few years ago to issue 
gold coins, but gave up when it 
found that they immediately dis- 
(Continued on page 1548) 





Pictures taken at 11th an- 
nual conference of IBA 
Central State Groups, the 
Bond Club of Syracuse an- 
nual election and at NSTA 
testimonial dinner for SEC 
members, start on p. 1533. 
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antes ng, |General Questionnaire -+ LIGHTENSTE 
pc  agtteie Fee nang Me wos Gases Further Condemned lptt 
, Inflation Cycle Not Yet Complete—E. M. Zimmermann Cover 





10. 


Wages, Prices and Profits in a Free Society 


-Seneeton P Gebmnidt— 2 25522. 5 Cover error and withdraw general questionnaire. Territorial limitation | ‘ALAS, POOR YORICK” | 
The Management of Our Monetary System and segment addressed, let cat out the bag. Exceeds his authority. EAs. aS 
~——wenee EB) GpORr  - 1. seen et 1510 Powerless to regulate over-the-counter markets nor may he conduct —fergot he check his list of Cat's 
. P a . © ee a and Dog's” with us and now he’s 
“Only in the Open Market”—An Inflation Safeguard - am inquisition ameng over-the-counter dealers. Fallacy of claimed | sorry. Better send us your-list now 
= pemeree Baeweed £Oe. ..-5 55 ee 1530 


Trend of Prices—A. W. Zelomek_______________-_________ 1512 
Prospects for Revision of Security Act—Murray Hanson___1513 


N, Y¥. State Attorney General should have basic bigness to admit 


similarity and responsibility to SEC and NASD demonstrated. 
“Upstaters” advised to unite in opposition. 





before you forget. 
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No Need of Tax Reduction—John W. Snyder____________- 1515 | aS the highlight in an official witch hunt we condemned it 
Ua. Role of Government in Employment Stabilization editorially on two occasions. Offerings Wanted 
—Bertil Ohlin: -.------------------------------------- 1515 Public resvonse would seem to indi 
I cate that Mr. Gold- 
Tax Reduction vs. Debt Reduction—Rep. Robert Kean____- 1515 ; ; . . All 
aes Economics of the Postwar Peried—Sen. Owen Brewster____1516 Aen a etd +4 <p ye for unless the signs — decep- . 
State Securities Regulation—Arthur D. Chilgren________- 1516 . e object of plenty of reproof for his nosey Title Company 
Three Schools of Business Thought—Edwin G. Nourse___-1517 interference. , Mo rtgage Certificates 
Italy’s Reconstruction Difficulties—Antonio Giordano__--_- 1517 As the chief ‘oo 
Wail St. Drifts Toward Strike as Union and A. M. Kidder & bis “their saan Dee law officer of the State of New York has 
Co. Fail to Agree—Edmour Germain_________.________- 1517 € basic bigness (’) to admit his error or must he find a maaaee 
A Realistic Labor Policy for Ameriea—Robert J. Watt____1521 some face saving device? GOLDWATER & FRANK 
islation for Industrial Peace—Donald R. Richberg_-_-_-_- 1521 i 7 F ‘ 
as The Outlook for Real Estate C. Eliott Smith. o -~ "a5 28 h on ot tae of March 6, 1947, we printed in full an ex-|| 39 Broadway, New York, N. ¥. } 
: : : onae oO Pip ai nga 3 Francis Kernan, Chairman, Dis- |} HAnover 2-8970 Teletype NY 1-1203 
, Sits REND “i rict No. ommittee, National Association of S iti Member of 
“General Questionnaire” Further Condemned (Editorial) __1511 - Oo ecurities ember o 
0 ee Says Atty. General’s Questionnaire Is ge sere s, and Mr. Goldstein. Nat'l Ass'n of aovurities ies tes. 
* a tun eimrerciehie dines ° . 5 
ge Bank Beuneeuis Finds Business Trends Still Following ft ki ee Be thea Mr. Kernan was not on the ball. Instead 
pe Pattern After World War I____________- Say ema * 1512 «| Of taking Mr. Goldstein to task for a clear abuse of power, 
120 IBA Favors Selling of More Long-Term Treasury Bonds to Mr. Kernan adopted a soft pedalling, namby pamby attitude Haytian Corp 
vubite i ara Se en seas a among other things whether the Attorney General r 
Int nal Fund Sees Security in Repurchase Provisions 15 w . ' A A 
= Setswnational Wend Olticiain Sueveing Abvesé...____.. 1516 hg ye ge yor because the questionnaire, “calls for Savannah Sugar 
ae Italy Not Seeking Bretton Woods Changes_____-_________- 1516 great deal o information.” Be gracious unto us Mr. COMMON 
Query About Russia’s Use of Dollar Exchange ____.____._1517 Goldstein. Punta Alegre Sugar 
Se eee — — ~ posses ‘icycaeianieenape He assured the Attorney General “our members have 


every desire to cooperate with your office.” He should have 


rnb “not, however, when you exceed your lawful func- 
ions. 


World Bank Loan Projects Being Readied_______________- 1518 
The Loan to Greece Discussed by Secretary Snyder____- 
Economists’ National Committee Urges Repeal of Treasury’s 
Autherity to Sell Bends Direct to Federal Reserve Banks 1522 
Wall St. Inclined to Believe British Will Ask for Additional 
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+ Tete ergs — a — New York Coffee & Sugar Exchange 
Financial Aid from U. ee a rg “on Seige ioe 1524 | F 120 WALL ST., NEW YORK 
Questions Truman’s Policy to Prevent Spread o r U t te D al TEL. HANOVER 2-9612 
Steere are gee zs |Upstate Dealer Says Atty. General's 
pO. French of ABA Scores Senator Tobey’s Bill______-_____-_- t+ . . . ; 
Turkey Joins International Fund and Werld Bank ____- =k e fl N 
8 Gevernors of Association of Stock Exchange Firms u S Onnaire 1§ ew ea I§ TRADING MARKETS 
i EC issi Rates 1564 y" 
eK 5 Recommend Boost in NYS ee SIE Am en - Declines to fill it in and warns all d ] in N Yy k Cit ° li 
470 chines ealers in New York City impli- 
ae Regular Features — is they, too, will be subjected to unlawful inquisition if Thiokol Corp. 
So Page age ehinite stand is not now taken. 
Bank and Insurance Stocks..... 1524 Prospective Security Offerings. .1561 Edi : Miller Mfg. Co. 
1 Business Man’s Bookshelf........ 1555 | 2>ublic Utility Securities......... 1516 ditor, Commercial & Financial Chronicle: National Company 
Cc ol SA 1532 | Railroad Securities.............. 1526 , ; : ; 
Suet oe sures Real Estate Securities........... 1522 I have been very much interested in the articles which Billings & Spencer 
pg ne ne 1518 | Securities Salesman’s Corner... .1530 have appeared in the recent issues of the “Chronicle” rela- 
BMutuél Bumds.....:...6.. 00.060 1528 | Securities Now in Registration. .1557 tive to the Questionnaire sent out by the Attorney General en. 1906 ; 
NSTA Notes.......--.:++seeceee: Gao. (Walter ane to the Upstate Securities Dealers. Hinzos & lo rm 
tions—A. Wilfred May... | e — Serr Aes Se . ; ; A 
as Sates on, Governments. . 1543 | Wasnington and You............ 1513 I am amazed that a Questionnaire so smacking of pure |] members new York Security Dealers Assn. 
Our Reporter's Report.......---- 1563|~ sr. May’s column not available New Dealism should emanate from the office of a Repub- |] 170 Broadway WOrth 2-0300 
C Einzig-Britain to Borrow More?.1525 | this week. lican Attorney General, a few months after an election Bell System Teletype NY 1-84 
0, which ‘completely repudiated the New Deal. 


-- 


I am also 





amazed by the weak and spinel ttitude tak by th 

kl | York, N. Y¥., under the Act of March : 3 Ai p ess attitude taken Dy the ° 
k € wn, SAMERIERSAL aii 3 1879 IRIN National Association of Securities Dealers on this matter. pm arte ae ee 
10 FINANCIAL CHRONICLE Subscriptions in United States, U. 8. unta egre ugar 


Your battle for the Upstate Dealers stands out in sharp 
contrast to the attitude of the Securities Dealers own asso- 
ciation. May I compliment you on the forthright position 
you have taken on this matter. You certainly have my 
thanks; you deserve the support of all Securities Dealers 
in the State, for while this Questionnaire applies only to 
the Upstate Dealers, its implication is plain for every dealer 
in the State. 

You may be interested to know that prior to the time 
when the Questionnaires were due to be in, I wrote the At- 
torney General declining to answer such a Questionnaire. 

So that you may be informed of the position I have 
taken, I am quoting excerpts from the letter I wrote to Attor- 


Reg. U. S. Patent Office 


WILLIAM B. DANA COMPANY, Publishers 
25 Park Place, New York 8, N. TF. 
REetor 2-9570 to 9576 - 
lisher 
RBERT D. SEIBERT, Editor & Pub 
RM LLIAM DANA SEIBERT, President 
WILLIAM D. RIGGS, Business Manager 


Thursday, March 20, 1947 


Thursday (general news and ad- 
vou issue) and every Monday foes. | 
plete statistical issue — market pote : | 
records, corporation news, bank clearings, 
state and city news, etc.). Sac 

ffices: 135 5. a “| 
cubaae . mT. (Telephone: eg: th 
1-Drapers’ Gardens, London, E. C., 
land, c/o Edwards & Smith. 


Possessions, Territories and Members of 
Pan-American Union, $35.00 per year; in 
Dominion of Canada, $38.00 per year. 
Other Countries, $42.00 per year. 


Other Publications 


Bank and Quotation Record—Monthly, 
$25.00 per year. (Foreign postage extra.) 
Monthly Earnings Record — Monthly, 
$25.00 per year. (Foreign postage extra.) 
Note—On account of the fluctuations in 
the rate of exchange, remittances for for- 
eign subscriptions and advertisements must 
be made in New York funds. 


Whiting Corp. 


Eastern Sugar Assoe. 
Lea Fabrics 
U. S. Sugar 
Commodore Hotel 
*Fidelity Electric Co. 


Class A Common Stock 
Susquehanna Mills 


*Prospectus on request 


DUNNE &CO. 


Members New York Security Dealers Assn. 


























oe . 25 Broad St., New York 4, N. Y. 
). Copyright 1947 by William . pes M ohawk Rubber ney General Goldstein. Bete pica hana snr siete 
N.Y, Mes & matter Febru- “T am unaccustomed to receive threats of punishment Private Wire to Boston 
078 ee a oe eos. office at New Willys Overland (Continued on page 1564) 
M PANY Preferred , = sesk 

TITLE co G h P m4 e As We are interested in offerings of ome of ag 

ue. CERTIFICATES raham-f alg ei Texti e, Ine. 
‘ cnipminpieune e ° ete ° dad ering rcular on request 

. Bond & Mige. Guar. Co. |] Cr pAUSS BROS. High Grade Public Utility and Industrial 


*Public National Bank 
& Trust Co. 


*Year-end analysis on request 


INC. 
Members N. ¥. Security Dealers Assn. 


Lawyers Mortgage Co. 


& Guar. C PREFERRED STOCKS 
Lawyers Title uar. Co. 











€ Se, ware be tw ri Macfadden Publications 

N. ¥. Title & Mtge. ©o. iy «UN S k & t. All Issues 

, | encer I ras O. Hie pcumied 
Prudence 0. Pan American Bank Bldg., Miami 22 Members New York Stock Exchange Members New York Curb Exchange . ° nter erg 0. 


|§ ~<clephone: 3-2137 Teletype MM 80 
, Newburger ; Loeb & Cc. Direct Wire Service 
Y Members New York Stock Exchange | New York—Chicago—St. Louis 
; 15 Broad St, N.Y: 5 Writehell 4-633" | '] Kansas City—Los Angeles 
— Bell Teletype NY 1-2033 ; 


25. Broad Street, New York 4 
Tel.: 


Members N. Y. Security Dealers Ass’n 
61 Broadway, New Y ork 6, N.Y. 


Telephone BOwling Geen 9-3568 
Teletype NY 1. 566 


135 S. La Salle St., Chicago 3 
Tel.: Andover 4690 


Teletype—NY 1-5 
Glens Falls - Schenectady - Worcester 


HAnover 2-4300 























Albany - Boston - 





























1512 


THE COMMERCIAL & FINANCIAL CHRONICLE 





Warp & Co. 


EST.-1926 















































ACTUAL MARKETS 
IN 250 
ACTIVE ISSUES 


Abitibi Power 
Armstrong Rubber 
Aspinook Corp.* 
Barcalo Mfg.* 
Bates Mfg. 


Cinecolor 


Chicago R. I. & Pac. 


Old Pfd. 


Diebold Inc.* 
Gen’! Dry BatteryT 
General Machinery 

Gt. Amer. Industries 
Higgins Inc. 
Hoover Co. 

Hoving Corp.T 

Hydraulic Press 
Lanova* 
Long Bell Lumber 
Majestic Radio & Tel. 
Maryland Casualty 


Com. Pfd. 


Mexican Gulf Sulphur 
Michigan Chemical 
Minn. & Ontario Paper 
Missouri Pac. 

Old Pfd. 
Moxie 
N.Y. New Hav. & Hart. 


Pathe Industries 
Philip Carey 
Polaroid 
Purolator Prod.* 
Taylor-Wharton® 
Textron 


Towmotort 
Upson Corp.” 

U. S. Air Conditioning 
U. S. Fidelity & Guar. 
United Artists* 
United Drill & Tool “B”’ 


Vacuum Concrete * 





Amer. Gas & Power 
Cent. States Elec. Com. 
Derby Gas & Elec. 
Puget S’nd P. & L. Com. 
Southwest Natural Gas 
Standard Gas Elec. 
Tide Water Pwr. Com. 


tProspectus Upon Request 
*Balletin or Circular upon request 


ARD & Co. 


Members N.Y. Security Dealers Assn. 


120 BROADWAY, N.Y. 5 
Rector 2-8700 


N. Y. 1-1286-1287-1288 
_ Dit*tt wires To 
Phila., Chicago & Los Angeles 


ENTERPRISE PHONES 
Hartf’délil1 Buff. 6024 Bos. 2100 


















tive buying. 


inflationary forces. 
more good 
than harm was 
the subject of 
a hot argu- 
ment, which 
diverted a 
great deal of 
intellectual 
energy from 
the more im- 
portant ques- 
tion of supply 
and demand. 
Worse still, the 
fact that OPA 
still lived in- 
troduced a 
political un- 
certainly that 
was an additional handicap to 
purchasing agents; it was plain 
that OPA would be thrown out 
ultimately, but it was not plain 
when. 


Because prices are now free 
from this earlier form of govern- 
mental interference, it may seem 
easier to talk sensibly about the 
price outlook. And in some ways 
it is. But in other and more im- 
portant ways it is not. A year 
ago, no one doubted that prices 
would continue to rise for some 
time to come. The chief question 
was: How much? and that seems 


*An address of Mr. Zelomek 
before the Purchasing Agents 
Association of Chicago, Chicago, 
Illinois, March 13, 1947. 
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Trend of Prices 


By A. W. ZELOMEK* 
Economist, International Statistical Bureau, Inc., 
and Fairchild Publications 
Asserting 1947 is similar to 1920, Mr. Zelomek sees probability 
of price declines in latter part of present year. Predicts declines 
will be smaller than in 1921 and longer-term outlook is 
for four or five years of high-level activity. Sees foreign loans 
offset by liquidation of foreigners’ assets and credits. Says period 
of riskless inventory speculation has ended and urges only selec- 


Last year the OPA was still authorized by Congress to minimize 
Whether the price control agency was doing 


“@- 





both easier to answer and less im- 
portant than the questions that 
bother us now. 

When will the peak be reached? 

How sharp will the following 
decline be and how long will it 
last? 

And to these questions, the in- 
dividual buyer must add another: 
Is the commodity I buy weaker 
or stronger than the average? 

In raising these questions, I ap- 
preciate the fact that I am ad- 
dressing a group of professionals. 
Of all businessmen, I believe the 
purchasing agent is most realistic 
and best informed about funda- 
mental questions of supply and 
demand. His attitude resembles 
my own with respect to the real- 
istic nature of his: approach and 
the consequences of his decisions. 
He has long since learned that the 
many guesses he must make can- 
not all have complete accuracy. He 
must take the commonsense ap- 
proach of protecting his com- 
pany’s position while minimizing 
its risks. He must operate with 
one eye on the position of his own 
commodities, and the other on 
the movement of the general busi- 
ness cycle. 


Since I write for your “National 
Bulletin,” and since my views 
about the business outlook have 
also received publicity in other 
publications, I need do no more 





(Continued on page 1544) 
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“The airline says its regular reservations are all sold out, 
unless you’d be willing to ride on the tail "til Chicago?”’ 





Bank Economist Finds Business Trends Still 
Following Pattern After World War | 


Points out next few weeks may decide whether trends will continue 


the same. Believes that if the trends are to be exactly what they 
were back in the early ’20s, a major recession lasting all of two 
years may be expected to get under way in three to four weeks, 
possibly shortly after Easter. Wonders, however, whether unsettled 
condition of affairs in Europe will alter business trends. 


If the business trends since the recent war continue to follow as 
closely as they have the same general pattern they did after the first 


World War, a major recession last-®© 


ing some two years may be ex- 
pected to get under way in about 
two or three weeks, probably 
shortly after Easter, according to 
an economist for one of the largest 
banks in New York’s financial 
district who has been making a 
thorough statistical study of the 
subject. 


_ It was 20 months after the sign- 
ing of the Armistice—that is, in 
June, 1920—when depression be- 
gan to settle down upon American 
business. It is now exactly 19 
months after V-J Day. It was on 
Aug. 14 and 15, 1945, it will be 
recalled, that the nation observed 
a two-day holiday in celebration 
of the termination of hostilities. 
Up to the present, the economist’s 
findings show, trends of prices, 
industry and trade after this war 
have been pretty much the same 
as those which followed the last. 
It now remains to be seen, how- 
ever, whether, as in June, 1920, 





Earnings, 1946 . 
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the curves of activity in the va- 
rious segments of business will 
commence plunging precipitously 
downward in another month or so. 

The economist says he would 
still consider present trends as 
resembling those which followed 
the last war if the general decline 
didn’t commence for a few months. 
He doesn’t expect the several 
curves of business to duplicate 
themselves exactly. He is watching 
the underlying trend, disregard- 
ing, as it were, minor fluctuations 
that may appear, but he is amazed, 
he says, at the closeness of the 
two sets of data, pointing out that 
even some of the minor fluctua- 
tions are repeating themselves al- 
most in identical fashion. 

The economist makes no extrav- 
agant claims for his findings, how- 
ever. Though the impressive array 
of figures and charts which he 
has assembled all seemingly point 
to the same path business walked 


(Continued on page 1549) 
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Washington Bvce 


Behind -the-Scene Interpretations 
from the Nation’s Capital 







And You 














lv’s a foregone conclusion Congress will ratify President 
Truman’s new foreign policy of United States intervention when and 
where local government becomes incapable of resisting invasion by 
political philosophies and diplomats view as unfriendly to us. 

oo co 


a: 


By mid-April the President will have statutory authority 
and taxpayers’ dollars to extend our economic—and military— 
ramparts to Greece and Turkey. @ 


Support for this expanding 
America will be strident. Op- 
position will be feeble and un- 
happy. This being conceded, you 
must be wondering about the 
short and long-term impacts on 
living here at home. 


oa * Bo 


From a short-term observation 
point, broadening of our inter- 
national collectivism looks like 
more inflation and an artificial 
prosperity rather than a recession 
for 1947. The cost of living will 
continue to rise. Wages will be 
boosted some more. But actually 
the dollar will buy less and-work- 
ing people will wind up the year 
with less. They’ll close 1947 
ledgers with less black and more 
red ink despite the fact that Con- 
gress can be expected to go ahead 
and cut taxes and Federal ex- 
penditures. 











Less apparent through the 
long-range lens are the implica- 
tions of our resolution to wall 
off Russia from the world 
gardens of our choice. But preb- 
abilities are: (1) Bigger Gov- 
ernment expenditures in 1942, 
(2) no tax relief for corpera- 
tions or anybody else in that 
year. Even White House friends 
in Cengress endorse this purely 
mercenary interpretation of our 
new world-saving role. 


* a co 


The Truman campaign against 
Communism abroad means in- 
creased pressure on government 
lenders to renounce businesslike 
routine and lend money where the 
diplomats want it. Export-Import 
Bank and World Bank in partic- 
ular will feel this drive. World 
Bank can be expected to accede 

(Continued on page 1526) 





Prospects for Revision 
Of Security Act 


By MURRAY HANSON* 
General Counsel, Investment Bankers Association of America 


Mr. Hanson discusses program for revision of Securities Act of 





1933 and reports progress toward 


_ session of Congress. Says questions uppermost are shortening of 
period of use of prospectus and matter of dealers “beating the gun.” 


Explains proposals of IBA and 


“red herring” prospectus. Cautions dealers regarding civil liability 
provisions of Sections 12 and 17 of Act of 1933. 


I could probably give you in a very brief general statement the 
prospects for revising the ’33 Act this year, In a nutshell, I think that 
© 


if within the 
next few 
weeks we can 
agree with the 
SEC on our 
program, so- 
called,or some 
accepted mod- 
ification 
thereof, we 
have a very 
good prospect 
of making 
some changes 
in the ’33 Act 
at this session 
of Congress. 
Our pro- 
gram is a very 
limited one and yet I think this— 
that if we can bring about the 
changes that we are proposing we 
will again make substantial ac- 
complishments. With the new 


Col. Murray Hanson 
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| Cleveland Electric Illuminating Co. Com. 
” “When distributed” 


New England Gas & Elec. Assn. $5.50 Pfd. 
New England Gas & Elec. Assn. Com. W. D. 
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*Prospectus on request 


New York Hanseatic Corporation : 


120 BROADWAY, NEW YORK 5, N. Y. 


“Telephone: BArclay 7-5660 
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| tion year, and any comprehensive 





making changes in Act at present 


NASD regarding “limited” and 





Congress coming in, we have the 
problem of determining just how 
far to try to go. Some felt that 
we ought to seek to make a com- 
prehensive revision of the ’33 Act 
and such was contemplated back 
in 1940-41 and attempted back in 
°40-"41. 

Because of the short session of 
Congress, because 1948 is an elec- 


revisicn would almost necessarily 
raise questions which might be 
blown up into campaign issues, we 
felt that we ought to take first 

(Continued on page 1530) 





*A transcript by the “Chronicle” 
of a talk by Mr. Hanson before the 
11th Annual Central States Group 
Conference of Investment Bank- 
ers Association, Chicago, Illinois, 








March 14, 1947. 


Company Rights 


* 


Teletype: NY 1-583 


IBA Favors Selling of More Long- 
Term U.S. Bonds to Public 


Edward Hopkinson, Jr., President 


than 12%. 


Security dealers should activel 


also advocates basic reforms in tax structure to eliminate double 
taxation and flat non-business capital gains tax of not more 


; ! y renew their efforts to sell U. S. 
savings bonds to the public, Edward Hopkinson, Jr., President of the 
Investment Y 


of IBA, at meeting in Chicago, 





Bankers Asso- 
ciation of 
America, rec- 
ommended at 
Chicago on 
March 14 
They were 
urged to pro- 
mote savings 
bonds in their 
advertising 
and recom- 
mend their 
purchase to 
all their. cli- 
ents. Headded, 
“there is a 
place for sav- 
ings bonds in every 
portfolio.” 


At the same time, Mr. Hopkin- 
son, who is senior partner of 
Drexel & Co., Philadelphia, fa- 
vored the federal government 
taking advantage of current in- 
terest rates to begin a program of 
replacing some part of its large 
amount of short-term debt with 
long-term securities. The exact 
timing of such a program is nat- 
urally one that would have to be 
coordinated by the Treasury with 
maturities coming due and bud- 
getary considerations. This would 
lead to the desirable result ot— 
(1) A reduction in the amount 
of bank-held government debt. 

(2) Wide distribution of its 





E. Hopkinson, Jr. 


investor’s 


Mr. Hopkinson spoke before a 
dinner of the Central States group 
of the IBA at the Chicago Club 
on March 14 at which Alfred S. 
Wiltberger, Chairman of the 
group, and a Vice-President of 
Blyth & Co., Chicago, presided. 


Discounting the chances for 
general tax revisions in the pres- 
ent session of Congress, the IBA 
will advocate “basic reforms” in 
the tax structure in 1948, Mr. 
Hopkinson said. Its proposals will 
include: 


(a) Elimination of double tax- 
ation of corporate income. 


(b) Elimination of the holding }| 


period for capital gains and taxa- 
tion of all non-business capital 
gains at a flat rate of not more 
than 12%. 


(c) Reduction of maximum in- 
dividual income tax rates to the 
point where incentive to effort 
and risk is restored. 


The Treasury has_ discussed 
problems of debt management 
with investment bankers and 
other groups in the financial field, 
Mr. Hopkinson said, and has fur- 
ther meetings on the subject 
scheduled. The IBA expects to 
present its long-range tax pro- 


posals when congressional com- 
mittees undertake later this year 
a study of over-all tax problems 





ownership among other investors. 





relating to the repurchase of Fund 
holdings of members’ currencies, 
Fund officials state. Because of 
this provision of the articles, the 
Fund does not regard as likely 
that its dollar resources will be 
soon exhausted. 


The world’s dollar resources are 
sustained by American expendi- 
tures and investments abroad, 
supplemented by the gold produc- 
tion of non-American mines. 
Since the United States dollar is 
pegged to gold—or vice versa— 
there normally tends to be an ac- 
cretion to the monetary reserves 
of the countries which comprise 
the Fund’s membership. As those 
reserves are replenished the re- 
purchase provisions are designed 
to come into play and thus in 
turn replenish the Fund’s dollar 
resources. 

A responsible Fund official 
describes as needless any concern 
that the Fund may be exhausted 


International Fund | Sees Security 
In Repurchase Provisions 


Official expresses confidence there will be no exhaustion of hard 
currencies or gold since these resources can be replenished by re- 
quiring members to repurchase their currencies. 

WASHINGTON (Special to the “Chronicle’’)—One of the chief 


provisions of the articles of agreement of the World Fund calculated 
to safeguard its resources is that®—— Relegation ent es, 


preliminary to legislation in 1948. 





by the substitution of weak cur- 
rencies for its holdings of hard 
currencies and gold during the 
next three years. This official’s 
assurances on this point are as 
follows: 

“T am not afraid of such a situa- 


tion. 
“First, let it be clear that a 





A. WILFRED MAY’S col- 
umn “OBSERVATIONS” 
will appear on this page 
as usual in our next issue, 











Robert Walsh of St. Louis 


Visiting in New York City 
Robert Walsh, partner of Demp- 
sey-Tegeler & Co., 467 North 
Eighth Street, St. Louis, is visiting 
in New York City. He is staying 
at the Hotel Lexington, Lexington 
Avenue and 48th Street. and will 
return to St. Louis on Thursday. 


Joins Thomson McKinnon 
(Special to Ts FINANCIAL CHRONICLE) 
MIAMI, FLA.—Thomson & Mc- 
Kinnon, Shoreland Arcade Build- 
ing, have added Crawford L. Rein- 
hardt to their staff. 
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large and permanent balance of 
payments disequilibrium is not 
the cause, but the symptom of an 
unhealthy situation. If such a 
situation occurs it will be a major 
problem, broader than the scope 
of activity of the Fund. The 
Fund was not created and will 
not be used to sustain a large, 
permanent deficit. In such a case 
the Fund will advise its members, 
eventually in cooperation with 
other international organizations. 

“But the Fund will be able 
to tide the world over a 
scarcity of any major currency, 

(Continued on page 1541) 
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as to what 
should bedone 
with the fiscal 
problems of 
the country at 
this particular 
time, both on 
the side of ex- 
pendituresand 
on the side of 
revenues. 

The most 
important 
thing, I think, 
in this connec- 
tion is to de- 
cide what 
premises you 
are working on in attempting to 
make changes in the tax system. 
The first premise, as I see it, 
is that expenditures must be 
brought down, and I am happy 
that the House has taken the 
stand that it is in favor of a sub- 
stantial $6 billion cut in the bud- 
getary expenditure because, as I 
view it, it is essential before tax 
relief or debt relief should be 
granted that there be such a cut 
in expenditures as that. It appears 
to me perfectly clear than it can 
be made and should be made. 


The reasons I come to that con- 
clusion or that our committee 





* noowell Magill 





*Informal statement by Dr. 
Magill at a hearing before Com- 
mittee on Ways and Means, House 
of Representatives, March 14, 1947. 
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Former Undersecretary of Treasury 
Chairman, Committee on Postwar Tax Policy 
We have just come cut of this work which the committee and 


its Research Director has been doing, to try to give as best we could 
our judgment ® r 





came to that conclusion are essen- 
tially these: As you are all aware, 
I am sure our national income at 
the present time is running at the 
highest figure that it has ever 
been. It is something like twice 
that of 1929. It is more than twice 
that of 1940. 


To that national income, we are 
applying the highest individual 
income tax rates which have ever 
been applied in order to barely 
balance a $37% billion budget. 

That, to me; is the significant 
fiscal fact today, that so far as 
individual income tax rates are 
concerned, we are using the high- 
est income tax rates which we 
have ever applied in peace. time 
and applying in to the highest 
national income which we. have 
ever had at any time in order to 
arrive at a barely balanced budget. 


The budget proposed by the 
President was balanced to the ex- 
tent of $200 million, which is a 
comparatively small figure in a 
budget of the size of $37 billion. 


Consequently, unless you gen- 
tlemen believe that the national 
income of the country is always 
going to run along at this rate, 
that it is going to continue at this 
very high rate, and unless you 
believe the taxes should not be 
reduced at all—we should always 
have this high rate of taxes upon 
this high . national income—and 
that we can count on this high 
national income, it seems to me 
it necessarily follows something 
must be done about expenditures. 

I am not speaking at all to the 
merit or the virtue of individual 
expenditures. 

Mr. Cooper: Let me ask one 
question for information: 

Did you say the national income 
was now about twice that of 1929? 

Mr. Magill: It was my under- 
standing, yes, sir. I do not have 
the figures clearly in mind. I 
think the national income in 1929 
was computed at something like 
$79 billion. The figures used in 
the present Treasury estimates, I 
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Lower Federal Costs and Tax Cuts in Order 


Both Dr. Magill and Mr. Hanes urge heavy cut in budget and substantial tax relief on ground that at present 
budget is balanced on basis of highest national income and highest tax rates ever before experienced. They 
point out need for lower taxes to foster private incentive and combat drift toward Socialism and Communism 

By ROSWELL MAGILL* 


By JOHN W. HANES* 
Former Under Secretary of Treasury 
Chairman of the Tax Foundation 


I am very glad, Mr. Chairman, to accept your invitation to appear 


before this committee and to give my opinions—for whatever th: 


méy be worth 
—on various 
phases of this 
perplexing tax 
question. 

When I was 
working in the 
Treasury some 
years ago, it 
was my privi- 
lege to appear 
many times 
before this 
committee on 
Treasury mat- 
ters. In that 
connection I 
made many 
warm friend- 
ships with members of the com- 
mittee, which I am particularly 
glad to renew here today. 

My name is John W. Hanes, and 
I am appearing here as Chairman 
of the Tax Foundation. 

Naturally the Foundation is 
especially concerned with the 
prompt return of the Government 
to sound fiscal policies. The Foun- 
dation’s particular objectives can 
be simply stated. 

It has been studying very vare- 
fully the many problems raised 
by the unprecedented size of the 
public debt and the burden upon 
our economy which heavy taxa- 
tion. necessarily imposes. Taxes 
and debt are closely related; and, 
at their present high levels, they 
are basic ingredients in the calcu- 
lations of all business, big as well 
as little. Obviously, if we are to 
Maintain our present unprece- 
dented levels of producton and 
employment, government fiscal 
policies should be directed toward 
releasing, as soon as possible, the 
brakes that now handicap = and 
delay postwar recovery. At the 
same time the taxpayer should 
also be freed of restrictions which 
have prevented him from engaging 
in those economic activities that, 
increasingly, are so vital to our 
national wellbeing. 

I have been following in a 
general way the debate over the 
extent of tax reduction which 
Congress’ should grant this year. 
I should like to devote my re- 
marks to three phases of this dis- 
cussion which, up to now, have 
not been adequately covered. 


First of all, I want to urge the 
importance of speed as far as con- 
gressiona! action is concerned. 
The reduction in tax rates should 


be as broad as economically prac- 
ticable, and these reductions made 
should take effect as early in 1947 
as possible. In a moment I shall 
give you my reasons for urging 
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“Informal statement by Mr. 
Hanes at a hearing before Com- 
mittee on Ways and Means, House 
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\this prompt emergency action o; 
behalf of the taxpayer. 

Second, as a corollary to our 
present economic position, which 
is no longer as favorable as it was. 
I wish to urge the prompt cutting 
of every possible dollar in gov- 
ernmental expenditures. I would 
have these cuts made not with 
timidity or reluctance, but coura- 
geously, with Congress insisting 
that the Government itself set the 
example. for the Nation in bal- 
ancing its own outgo with its own 
income: Unless we act promptly 
to regain control of the present 
vicious spiral of rising costs which 
menace the Nation’s future finan- 
cial security, we must be inevi- 
tably. caught in a new inflationary 
upsurge. Indeed, recent events 
demonstrate that perhaps the most 
decisive factor in our foreign pol- 
icy, and in our domestic policy, 
may be the maintenance of our 
national solvency while trying to 
render financial assistance to a 
world in distress, to which, up to 
now, we have given so unstint- 
ingly. 

Third, I should like to draw the 
committee’s attention to a situa- 
tion which arose under the emer- 
gency of war, and possibly was 
justifiable on that basis, but 
which, in peacetime, becomes 
thoroughly inequitable and un- 
just. I am referring now to the 
taxation of earned incomes under 
the present Revenue Act. While 
this kind of taxation may rate 
high from a political propaganda 
standpoint, it has only a compara-~- 
tively minor effect on the Treas< 
ury’s revenues. I shall demon- 
strate this point in a moment. 


{ should like to turn at once to 
the most important question be- 
fore your committee. This is the 
extent of tax relief to be given 
the American taxpayer this year. 
I want to urge, with all the em<- 
phasis at my command, a reduc 
tion of 20% straight across the 
board, to be made effective as 
soon as possible. It is important 
to remove uncertainties from our 
present economic situation. It is 
important that every taxpayer, re- 
gardless of his tax bracket, know 
where he stands so that business 
operations fer the balance of 1947 
can be planned promptly and in- 
telligently. I cannot over-empha- 
size the importance of such action. 

Frankly, existing business 
trends are beginning to cause con- 
cern. You know, and I know, that 
our present high rate of business 
activity is running into strong 
headwinds. Signs are already vis 
ible that portend possible serious 
trouble. The Jush spending of the 
war era has disappeared. For the 
first time in nearly two decades, 
the public is becoming cautious; 

(Continued on page 1550) 
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The Cleveland Electric Rate Case 


The favorable decision of the Public Utilities Commission of 
Ohio Jan. 24. in the Cleveland Electric rate case has aroused con- 
siderable interest, not only because of the current sale of the com- 
pany’s stock by North American Company, but because a number of 
other Ohio stocks are now listed on the Stock Exchange (Ohio 
Edison, Columbus & Southern Ohio Electric, Dayton Power & Light, 


and Cincinnati Gas & Electric). 

In Ohio there is a_ hybrid 
method of rate regulation; the 
municipalities fix rates, subject to 
general supervision by the State 
Commission under a_ legislative 
Act directing the methods to be 
used in determining fair return. It 
has frequently been assumed in 
Wall Street that most states now 
follow the lead of the Federal 
Power Commission by using “or- 
iginal cost when first devoted to 
public service” as the rate base 
(deducting depreciation reserves 
and adding an allowance for 
working capital). But in many 
states the Commissions have not 
been in the habit of preparing 
rate base data for each company 
under their jurisdiction, and are 
content if these companies (vol- 
untarily or under occasional prod- 
dimg) reduce their residential 
rates from time to time. And in 
other states, such as Ohio, the leg- 
islature has directed that the rate 
base should take into account re- 
preduction cost as well as original 
cost 


In the Cleveland Electric case 
the City of Cleveland directed a 
rate cut by an Ordinance effective 
for three years from July 7, 1944. 
The company thereupon appealed 
to the Public Utilities Commission 
which rendered its decision after 
about two years and a half. Prep- 
aration of the rate base was dif- 
ficult since it involved allocation 
with respect to the classes of 
property, revenues and expenses 
inside the City of Cleveland 
affected by the Ordnance, i. e. 
Residential and General or Small 
Commercial. 

Reproduction cost new as of 
June 30, 1944 was largely deter- 
mined by applving price trends to 
book eccst, while depreciation was 
found by actual inspection and 
comparison. As of June 30, 1944 
reproduction cost less depreciation 
for the entire svstem was figured 
at $203,788,000. This amount com- 
pares with about only $124,000,000 
as carried on the company’s books 
as‘of December 31, 1944. 

Edward L, Dunn and Charles W. 
Smith of the Federal Power Com- 
mission staff testified for the City 
regarding accrued depreciation. 
They also testified on the subjects 
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| of annual plant expenditures, rate 
| of return with specific relation to 
|return at 5% and at 542% on what 
‘they termed a “net investment 
'rate base,” and on rate of return 
‘on “investors investment.” Mr. 
|'Smith’s testimony on rate of re- 
‘turn apparently followed along 
‘the lines of testimony in FPC 
cases such as the Hope case and 
the Natural Gas Pipeline of 
America case, 

| Dr. Herbert B. Dorau testified 
for the company that the rate of 
return should be not less than 6% 
and it was pointed out by Presi- 
dent Lindseth that risks in Cleve- 
land are increased by municipal 
competition (the City operates a 
tax-free and subsidized utility 
serving some fifty thousand elec- 
tric customers). 


Mr. Smith apparently was 
skeptical as to the practicability 
of reproduction cost. The com- 
9any’s brief made the following 
comment: “Mr. Smith, neverthe- 
less, in spite of his opinion that it 
could not be done, proceeded to 
give an opinion which he himself 
characterized as a “speculation as 
‘o reproduction cost of capital.” His 
testimony reiterates his inability 
to make the determination which 
he actually made in the case. It 
may be noted that the witness 
thought no one else could make 
| a determination of a rate of return 
on a value rate base. This ignores 
that fact that this process is daily 
employed by underwriters and en- 
trepreneurs in establishing new 
enterprises and buying old ones. 
Moreover, both this record and the 
whole history of rate-fixing in 
Ohio, which has resulted both in 
reasonable rates and fair treat- 
ment of investors, belie the state- 
ments of Mr. Smith. The com- 





|pany’s evidence met the legal re- 


quirement. It also met the econ- 
omic requirement; that is, if a 
major factor in determining rate 





of return is reproduction cost of 
money, then reproduction cost of 
oroperty should also be con- 
sidered. The City’s evidence did 
not meet the legal requirement or 
the economic requirement.” 

The decision in the Cleveland 
case seems to indicate that state 
‘commissions are now less inclined 
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Delaware Power & Light 
Federal Water & Gas 
Indiana Gas & Water 
Public Service of Indiana 
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Puget Sound Power & Light 
Southwestern Public Service 
Tucson Gas & Electric 

West Virginia Water 








American Gas & Power 
3-5s & 3.6s, 1953 


Portland Electric Power 


6s, 


1950 


GILBERT J. POSTLEY & Co. 


29 BROADWAY, NEW YORK 6, N. Y¥. 
Direct Wire te Chicage 


——. 





to follow the lead of the Feaeral 
Power Commission in regulatory 
matters. In this respect it ranKa 
with the Pennsylvania Power & 
Light decision several years ago. 
However, the Supreme Court of 
Ohio may have the final word if 
the City appeals to the Court. 


Int’! Fund Officials 
Traveling Abroad 


WASHINGTON, March 19 (Spe- 
cial to the “Chronicle” )—-Two ex- 
ecutive directors of the Interna- 
tional Monetary Fund who have 
been abroad on Fund business, 
Messrs. Santos-Filho and White, 
returned to Washington over the 
weekend. They visited together 
Peru, Bolivia, Chile and El] Salva- 
dor. In addition, White and Gomez 
journeyed to Costa Rica and Nic- 
aragua, accompanied by a Mex- 
ican member of the Fund’s staff. 

Various other Fund executive 
directors are now abroad, but not 
primarily on fund business. Mr. 





in England, Mr. Ansiaux in Bel- 
gium, and Mr. Mladek is in Czech- 
oslovakia. Mr. Bruins, who was 
ill in Holland for several months, 
is not reported as recovered. 

Managing Director Camille 
Gut.’s trip to Europe commences 
on March 22. Primary purpose of 
the trip, Mr. Gutt has stated, is 
to confer with Chancellor of the 
Exchequer Hugh Dalton in Lon- 
don. In other countries Mr. Gutt 
will visit, his purpose, it is ex- 
plained, is to cultivate closer con- 
tacts for the Fund. 





————_—_— 


Italy Not Seekin 
Bretton Woods Changes 


WASHINGTON, March 19 (Spe- 
cial to the “Chronicle”)—A news- 
paper report that Italy, which last 
week ratified the Bretton Woods 
Agreements, is sending a mission 
here partly for the purpose of 
seeking a reduction in Italy’s sub- 
scription to the Fund and World 
Bank is without foundation, the 
“Chronicle” is told. A change in 
Italy’s quota, which was fixed by 
the Boards of Governors, would 
have to be acceptable to those 
boards and they do not meet again 
until September, in London. 


Goulet & Stein Open 
Jersey City Branch 


JERSEY CITY, N. J.—Goulet & 
Stein have opened a branch office 
at 1 Montgomery Street, under 
the management of Irving Stein. 
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Gomez is in Mexico, Mr. Bolton |: 


Economics of the Postwar Period 


By HON. OWEN BREWSTER* 
U. S. Senator from Maine 


Pleading for consistency in United States policies abroad, Sen. 
Brew ster urges that charity be distinguished from business in our 
relations with other nations. Advocates U. S., in carrying out its 
mission in effecting an association of liberty-loving nations, retain 
and acquire tools with which to implement it; and calls for superior 
air service, large merchant marine, world-wide communication sys- 
tem, and an efficient American foreign service. Holds Communist 
infiltration not limited to Greece. 


America is proroundly and primarily interested in the preserva- 
tion of the peace. Let us remind the cynic that many of us were 


born in a cen-©® 





tury that 
knew no 
world - wide 
war. From 
1815 to 1914 
the germ of 
war was iso- 
lated. Its oc- 
casional ap- 
pearance was 
carefully con- 
fined. 

In Europe 
the Crimean 
or the Franco- 
Prussian War 
did not set the 
world in 
flame. In Asia the various Chi- 
nese wars and the Russo-Japanese 
conflict did not spread beyond the 
Orient. Here in America the Mex- 
ican and Spanish Wars and our 
own Civil strife did not engulf 
our neighbors in this hemisphere. 
This was not a result of the dis- 
tances or the difficulties of transit 
as is evidenced by the fact that 
the 18th Century preceding found 
the whole world up in arms— 





Sen. Owen Brewster 





*An address by Sen. Brewster 
at the 21st Annual Dinner of the 
Drug, Chemical and Allied Trades 
Section of New York Board of 
Trade, Inc., New York City, 
March 13, 1947. 





originating in London, Paris and 
Madrid—but spreading over most 
of this continent—and reaching its 
epoch-making climax in 1815 at 
Waterloo. The freedom from 
world-wide conflict in the 19th 
Century is a tribute in substantial 
measure to British sea power and 
its competent and conservative di- 
rection. 

The challenge to British sea 
power in 1914 by the growing Ger- 
man Navy brought on the first 
World War. The belief in the 
growing might of German air 
power brought another challenge. 
The time has come for America to 
find out what is going on in the 
world that has plunged us twice 
in our generation into world-wide 
strife. 

No aggressor nation will ever 
again dare to strike without air- 
power. America in the interest of 
world peace may wisely dedicate 
its still rich resources to the task 
of seeing to it that aggressor na- 
tions shall not again in this cen- 
tury be able to threaten the peace 
of all the world. This does not 
mean that America seeks to erect 
a world empire of trade or terri- 
tory upon the shattered freedom 
of smaller nations nor to extend 
an ideology. 

America seeks simply in co- 

Continued on page 1551) 





and limit their policing activities 


thing. You started out with a 
meeting of the minds between the 
principals and there then ensued 
a very pure contract and selling 
agreement, a four-page circular 
which I think some of the in- 
vestors read in those days. You 
had a minimum of legal documents 
to perfect the deal and to close it 
and that was all that there was 
to it. 

Now, over the years, this pro- 
cedure has been expanded in ter- 
riffic fashion. It has now reached 
the point where the labor pains 
incident to the production of the 
securities issue practically defy 
all sedatives. I feel that it really 
is time that we think about the 
necessary remedies to such com- 
plications. 

There are, of course, a great 
many factors that have contrib- 
uted to this situation. You natur- 
ally say, first of all, there are 
the lawyers who are always so 
excellent at addition and know 
nothing of subtraction. We have 
complications afforded by the 


technicians in institutions who 





*A transcript by the “Chron- 
icle” of a talk by Mr. Chilgren be- 
fore the 11th annual . Central 
States Group Conference, Invest- 
ment Bankers’ Association of 











America, Chicago, Illinois, March 
14, 1947. 


State Securities Regulation 


By ARTHUR D. CHILGREN* 
Partner, Gardner, Carton & Douglas, Attorneys, Chicago 


Attorney points out disparities in state securities laws and efforts 
towards their uniformity. Advocates entire field of state securities 
regulation should be carefully reviewed and revaluated. Holds 
state regulating authorities should not act as investment advisors 
and would deny them jurisdiction over individual security issues 


to salesmen and firms in imvest- 


ment field including surprise audits. Criticizes Illinois Securities Act. 


Some 22 odd years ago when I started to work on the legal as- 


pects of security matters, the floatation of securities and their issue 
was quite a simple and pleasant@— 





demanded adherence to their own 
patterns. You have some tech- 
nicians among your own ranks 
and of course last but not least 
you have the group of which I 
wish to speak, the governmental 
bureaus and agencies which by 
satute and regulations and by 
whim have contributed so greatly 
to this complication. 


Mr. Hanson* has spoken to you 
most interestingly about the pos- 
sibilities of simplification of ad- 
vertisements in the:field of Fed- 
eral regulation of securities and 
it is indeed most reassuring to 
know that there is sentiment in 
the Commission favoring such 
simplification. 

Some _ representatives of the 
Commission were out here a few 
weeks ago to discuss the problem 
with people in Chicago interested 
in the matter and I ‘think :they 
received some very frank, friend- 
ly and constructive suggestions. I 
am sure that I was not ‘the only 
one that told them that: prospec- 
tuses could be made just as simple 
as the Commission would desire 
but that the achievement of that 
objective must be initiated by the 
Commission by the elimination of 





*Remarks of Mr. Hanson atso 
appear in this issue.—Editor. 








(Centinued on page 1552) 
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Three Schools of Business Thought 


By EDWIN G. NOURSE* 

Chairman, Council of Economic Advisers 
Presidential economic adviser, holding natural forces of market 
competition no longer restore economically sound and prosperous 
business relationships, contends under present business organiza- 
tion, personal forces operate and decisions of responsible execu- 
tives since V-J Day have not afforded a workable solution of 
nation’s business problems. Notes three categories of corporation 
executives, one of which, because of greed, he says, is driving nails 


into coffin of private enterprise. 


I am not so unsophisticated as to suppose that the man who 
bears the bys “controller” in the modern corporation is thereby 
the o— 


given 
power to “run 
the business” 
single-handed. 
However, even 
Webster’s Dic- 
tionary re- 
cords the fact 
that the con- 
troller is no 
longer merely 
an auditor or 
qualified 
book keeper. 
“The control- 
ler today,” 
says Mr. Web- 
ster, “has dis- 
cretionary and 
executive duties.’”’ Thus, the out- 
look of your profession is that of 
the top executive group who, by 
making policy in private business, 
have a major voice in deciding 
how steadily and progressively the 
economy shall operate. This fact, 
I take it, explains why you asked 
me as a member of the Council of 
Economic Advisers to the Presi- 
dent to address your Institute. You 
did not, I am sure, expect me to 
talk to you about the technical 





Edwin G. Nourse 





*An address by Dr. Nourse at 
the Eastern Spring Conference of 
the Controllers Institute of Amer- 
ica, Washington, D. C., March 17, 
1947. 








problems of your craft in which I 
am no expert, but about the broad 
policy issues in which as execu- 
tives and as citizens you must be 
professionally interested. 

The year 1947 will go down in 
history as a year in which private 
business management took some 
decisive steps toward determining 
what the future of the private en- 
terprise system is to be. During 
1946 executives were involved in 
the hurly-burly of effecting a 
physical reconversion from war 
industry and getting private mar- 
ket and financial relationships re- 
established at least on a provi- 
sional basis. It was a tough year, 
and we should charitably withhold 
judgment as to whether manage- 
ment acquitted itself brilliantly or 
somewhat ineptly during that try- 
ing period. 

But 1947 is a year in which re- 
sponsibility cannot be evaded nor 
judgment postponed. Private busi- 
ness management has vociferously 
and, I believe, quite properly de- 
manded that wartime controls of 
business processes be removed as 
promptly as possible. President 
Truman has moved steadily and 
rapidly in this direction. Business 
asserted that as soon as these con- 
trols were removed, the natural 
forces of market competition 

(Continued on page 1556) 





Italy’s Reconstruction Difficulties 


By ANTONIO GIORDANO 
Correspondent reports fuel insufficiency as chief obstacle. Loans 
for coal supply difficult to obtain. Raw material shortage prob- 
lem is serious. Silk market is threatened by America’s increased 
purchases from Japan, and conditions in the Middle East threaten 
cotton industry. Strong efforts made to attract capital from 


tourist trade. 


MILAN, ITALY—The unfavorable results of the Italian national 
reconstruction loan begins to be felt. As a matter of fact after failing 
in the effort to obtain sufficient © 


funds from the loan, the Italian 
Government has been forced to 
cover its financial requirements 
through an increase of the note 
circulation, which appears quite 
evident from: the following fig- 
ures, and which increases the dif- 
ficulties of the monetary stabil- 


ization: 
milliards 

lire 
End Dec. 1938__..----- 22.05 
- 3 ea 28.05 
End Dec. 1940_.____-_--- 34.05 
End Dec. 1941___..---- 54.01 
End Dec. 1942__...-_--- 79.02 
End Dec. 1943____----- 180.80 
End Dec. 1944_____---- 319.00 
End Dec. 1945_____---- 389.40 
- "i ie 402.00 
September 1946____---- 439.30 
I 472.60 
ee. Bi, seee........-. 501.05 
Hindrances to Foreign Trade 


The difficulties arising from 
the above mentioned situation are 
augmented by the increasing 
hindrances the Italian foreign 
trade has to face, and which pre- 
vent the development of exports 
and thus the increase of the for- 
eign currencies at the disposal of 
the Italian finance. Silk has al- 
ways been a leading Italian ex- 
port. During 1946 Italy exported 
1,705,500 kgs. of raw silk against 
1,900,000 kgs. shipped abroad dur- 
ing 1934, which was the last pe- 
riod during which Italy enjoyed 
an economic freedom for in 1935 
the former Duce started the carry- 





ing out of the self-sufficiency 
schemes. The Italian exports of 
raw silk have been distributed as 
follows: 


North, Central and South America 


Kgs. 
United States of Amer. 938.500 
0 SS Saar 1,600 
ae 100 
I dt taka deuhehghqnanuhpenaeqetn 15,700 
aaa 1,400 
pS 53,700 
in ales Al aati aN 800 
| Et ae er 1,011,800 
Europe 
Kgs. 
SEES Se Ee ape 2,000 
Sevitesriane ........-. 153,700 
Czechoslovakia —~------ 16,000 
oe ih cine 272,000 
TN 5,000 
Great Brit. & Ireland_ 176,800 
PE cdusncisbapode 5,800 
ED Scnitinnctanecos 631,800 
Africa, Asia and Australia 
11,000 
ne eee 41,0 
Eythrea ............--- 300 
ee 1,300 
BTID . .nncccncncsseeue 600 
I a ig edie beapis 1,500 
SS ae es ee 15,200 
New Zealand —-------- 2,000 
 SeeBnRE eee eee 61,900 


Most of the silk has gone to 
the United States. Under these 


Query About Russia’s 
Use of Dollar Exchange 


WASHINGTON (Special to the 
“Chronicle” ) — During 1946 the 
United States paid Russia $100,- 
600,000 for merchandise imported, 
plus $33,728,000 for gold sent here 
directly by Russia. In addition, 
Russia sold gold elsewhere, as in 
Switzerland, and also profited 
from the Congressional silver pol- 
icy, which supports the world sil- 
ver market at artificial levels by 
taking the entire American mine 
production off the market. 


These two items of imports — 
merchandise and gold—gave Rus- 
sia last year some $134,000,000, 
whereas Russia’s cash purchases 
of American goods took only $53,- 
600,000. 


It is said that Russia’s bank bal- 
ances in the United States last 
year increased by about $18,000,- 
000. This leaves a remainder of 
$63,000,000 to be accounted for. 
What happened to it? It did not 
go for service on the Czarist debt. 
It did not take that much money 
to pay for Russian tourist travel 
in the United States. 

Perhaps $10,000,000 or $15,000,- 
00O may have been used as ad- 
vance payments on future orders 
and for technical aid contracts. 
But that would still leave some 
$45,000,000 unexplained. 


Nils Geruldsen With 
Detmer as Munic. Mer. 


CHICAGO, ILL.—Niis S. Ger- 
uldsen has become associated with 
Detmer & Co., 105 South La Salle 
Street, members of the Chicago 
Stock Exchange, as Manager of 
the Municipal Bond Department. 
Mr. Geruldsen has been in the 
municipal bond business exclu- 
sively for the past 26 years and 
was recently associated with Paul 
H. Davis & Co. 








Gill Associates, Inc. 


Formed in Toledo 


(Special to THs FINANCIAL CHRONICLE) 

TOLEDO, OHIO — Gill Asso- 
ciates, Inc., has been formed with 
offices at 425 Jefferson Avenue to 
engage in the securities business. 
Officers are: William C. Gill, 
President; Otto H. Greunke, Vice- 
President and Treasurer, and Her- 
man R. Miller, Secretary. Mr. Gill 
in the past was with Bliss, Bow- 
man & Co. in charge of the Trad- 
ing Department. 
Willard C. Howard will also be 
associated with the new firm. He 
was previously with Reuben Se- 
curities, Inc. 


South & Co. in N. Y. C. 


South and Co. is engaging in a 
securities business from offices at 
250 West 57th Street. Partners 
are Dudley P. South and Dudley 
P. South, Jr. 





The American 


as usual in event of walkout. 


entire membership which turned 
out 1,444 to 114 in favor of a walk- 
out, the union did its very best to 
get everyone who possibly could 
to intercede in its behalf in its 
dispute with the firm but no one 
it approached felt he could or 
should do anything about it. A. M. 
Kidder & Co. knew what was go- 
ing on but remained unimpressed. 
Talk of a strike grew very loud 
and metropolitan newspapers 
screamed out in large headlines 
that there was labor trouble on 
Wall Street. The story made the 
front page of Sunday’s New York 
“Times.” 


_ The union kept repeating that 
it was going to file notices of 
cancellation of contract with the 
New York Stock Exchange and 
the New York Curb Exchange but 
still it didn’t. file. Union officials 
called on Emil Schram, President 
of the New York Stock Exchange, 
and Francis Adams Truslow, Pres- 
ident of the New York Curb Ex- 
change, to try to get them to get 
A. M. Kidder & Co. to come to an 
agreement with it. Both men, 
however, reminded the union rep- 
resentatives that their own con- 
tracts with the union stated ex- 
plicitly that they would not be 
required to do this sort of thing. 
They both made pretty much the 


Wall Street Drifts Toward Strike as 
Union and A. M. Kidder & Co. Fail to Agree 


By EDMOUR GERMAIN 


Officials of United Financial Employees, AFL, fail in effort to get 
Schram of N. Y. Stock Exchange, Truslow of the Curb, and Burns 
of Association of Stock Exchange Firms to intervene in dispute. 
Union votes to give its officials authority to call strike. A. M. Kidder 
& Co. refuses union’s request for arbitration. New evident a strike 
against A. M. Kidder & Co. would also mean strike against 
Exchanges. Schram promises to keep N. Y. S. E. open for business 


Relations between the United Financial Employees, AFL, and 
A. M. Kidder & Co., did not improve much during the last week. 





After taking a strike vote of its® 





Same point, too, that it would 
really be improper for them to 
attempt to influence a member in 
such a dispute, that, in fact, the 
respective Exchanges were with- 
out authority to do so. 

Union officials also called on 
James F. Burns, President of the 
Association of Stock Exchange 
Firms, to try to get him, too, to 
intervene... He explained the As- 
sociation was a loosely-knit vol- 
untary association of the Exchange 
members and that he was without 
authority to take any such action 
as they proposed. The union has 
had a special gripe with the Asso- 
ciation because it feels that it has 
been instrumental in uniting the 
opposition of the industry to the 
union, The union attaches impor- 
tance to the fact that’ Mr. Burns 
is also connected with Harris, Up- 
ham & Co. against which the un- 
ion has filed charges of unfair 
labor practice growing out of a 
State Labor Board vote which the 
union lost some months ago. The 
union also sees sinister doing in 
the fact that a certain lawver 
which has handled Association 
business has also been represent- 
ing the various firms, including 
A. M. Kidder & Co. and the New 
York Cotton Exchange, with which 

(Continued on page 1562) 














said Prospectus. 


Hartford 1, Connecticut. 








THE CONNECTICUT LIGHT AND POWER COMPANY 


Notice to Common Stockholders 


The Connecticut Light and Power Company has mailed, in one 
envelope, to each of its Common Stockholders of record at 3 P.M. 
(E.S.T.) March 19, 1947 (1) a Prospectus setting forth the 
Company’s offering to its Common Stockholders of a total of 
164,018 shares of its Common Stock at $50 per share on the basis 
| of one share for each seven shares held, and (2) a transferable 
| full Share Subscription Warrant and /or a transferable Fractional 

Share Subscription Warrant, the subscription rights evidenced 
thereby expiring at 3 P.M. (E.S.T.) on April 3, 1947. 

The Hartford-Connecticut Trust Company, 760 Main Street, 
Hartford 15, Connecticut has been appointed by the Company as 
Subscription Agent to receive subscription agreements and pay- 
ments for shares of Common Stock subscribed. 

It is probable that during the 14-day subscription period the 
transferable Warrants will have a value. Hence, if a Common 
Stockholder does not exercise the subscription rights evidenced 
thereby, he will probably be able to sell his rights through usual 
investment channels. It is important, therefore, that stockholders 
do not destroy the Warrants which they receive. 

This notice does not constitute an offer to sell or a solicitation 
of an offer to buy any of said shares. The offering is made only by 








Correspondence relating to the Warrants should be addressed 
either to the Subscription Agent at the above address or to 
P. R. Fleming, Treasurer of the Company, P. O. Box 2010, 


THE CONNECTICUT LIGHT AND POWER COMPANY 




















—Carrles-On 
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| merger or purchase. 


municipal. 
will. 


all your energies to production. 





Box G 32¢ 





INVESTMENT DEALERS | 


| We are interested in taking over investment firms, all or part, by 
We have over $500,000 capital and are pri- 
marily a retail organization catering to private investors. 
criginated underwritings and participate in many others, including 
We can make an attractive offer for assets and good 
Freed from bookkeeping and other expensive office work, 
principals of smaller firms can increase their production and earn- 
| ings substantially. This is an opportunity to have someone take 
over your back office work and expense, and allow you to devote 


Inquiries will be held in strict confidence 


/ Commercial & Financial Chronicle 
25 atk Place, New York 8, N. Y. 


We have 
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| Dealer-Broker Investment 
- Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 














Auto Equipment Companies— 
Detailed circular of basic com- 
ment—Kalb, Voorhis & Co., 15 
Broad Street, New York 5, N. Y. 

Also available are reviews of 
Chicago Pneumatic Tool Company, 
an interesting leverage specula- 
tion; and Cleveland Electric Mlu- 
minating Company. 





Bargain Counter—Latest issue 
of “Geared to the News” Bulletin 
Service emphasizes the relative 
cheapness of over-the-counter se- 
curities as a consequence of the 
recent sharp rise in the listed 
market—Strauss Bros. Inc., 32 
Broadway, New York 4, N. Y. 





Comparative Statement of 1945- 
1946 for Fire and Casualty Insur- 
ance Companies—Mackubin, Legg, 
& Co., 22 Light Street, Baltimore 
3, Md. 

Copper Industry—Memorandum 
on the current situation—A. M. 
Kidder & Co., 1 Wall Street, New 
York 5, N. Y. 

Also available is an analysis of 
the prospects of Houston Oil Co. 
of Texas. 





Dominion of Canada and Cana- 
dian Provinces—Handbook show- 
ing funded debts outstanding 
January, 1947 — Wood, Gundy & 
Co., Inc., 14 Wall Street, New 
York 5, N. Y. 





Housing—Discussion of demand 
and outlook—Elworthy & Co., 111 
Sutter Street, San Francisco 4, 
Calif. 





Municipal Letter—-With partic- 
ular reference to Ohio municipal 
bonds—J. A. White & Co., Union 
Central Building, Cincinnati 2, 
Ohio. 





Railroad Developments of the 
Week—Summary—Vilas & Hickey, 
49 Wall Street, New York 5, N. Y. 





Aerovox—New circular—Amos 
Treat & Co., 40 Wall Street, New 
York 5, N. Y. 





& Co., Inc., 41 Broad Street, New 
York 4, N. Y. 

Also available are circulars on 
Wellman Engineering; Fashion 
Park, Inc.; Upson Co.; and Osgood 
Co. 





Aspinook Corporation—Circular 
—Ward & Co., 120 Broadway, 
New York 5, N. Y. 


Also available are memoranda 
on W. L. Douglas Shee Co.; Hart- 
ford Empire; Lanova Corp.; Mo- 
hawk Rubber; and Tayler Whart- 
on Iron & Steel; Purolator Prod- 
ucts; Upson Corp.; Alabama Mills; 
Diebold, Inec.; Pfaudler Corp.; 
United Artists; Vacuum Concrete; 
Barcala Mfg. 





Bendix Home Appliance, Inc.— 
Detailed circular—White & Co., 
Mississippi Valley Trust Building, 
St. Louis 1, Mo. 

Also available is a compre- 
hensive circular on Clyde Por- 
celain Steel Corp. 





Best Foods, Inc.—Memorandum 
—Stanley Heller & Co., 30 Pine 
Street, New York 5, N. Y. 

Also memoranda on Texas Pa- 
cific Coal & Oil Co. and Parker 
Rust-Proof Co. 





Boston & Maine Railroad — 
Circular — Walter J. Connolly & 
Co., 24 Federal Street, Boston 10, 
Mass. 





Central Public Utility 5%s of 
’52 and Consolidated Electric and 
Gas $6 Preferred—Detailed Re- 
view and discussion of nature and 
current operations of the various 
subsidiaries making up the sys- 
tem, in the March issue of the 


- “Investment Barometer”’—F red. W. 


Fairman & Co., 208 South La 
Salle Street, Chicago 4, IIl. 





L. A. Darling Co.—Descriptive 
brochure and annual report— 
Moreland & Co., Penobscot Build- 
ing, Detroit 26, Mich. 





Finch Telecommunications, Na- 
tional Paper & Type, and Polaroid 





American Box Board Co.—Cir- 
cular—Seligman, Lubetkin & Co., 
Inc., 41 Broad Street, New York 4, 
N. Y. 





Argo Oil Corporation—Descrip- 
tive circular—Seligman, Lubetkin 


Colorado Milling & Elev., Com. 
*National Tank Co., Com. 
Central Steel & Wire Co., 


Common 
*Seismograph Service Corp.,Com. 
*Prospectus Available on Request. 


Paal H.Davis & Go. 


Established 1916 


Members Principal Stock Exchanges 
Chicago Board of Trade 


10 So. La Salle St., Chicago 3 


Tel. Franklin 8622 Teletype CG 405 
Indianapolis, Ind. - Rockford, II. 


Cleveland, Ohio 


Fre. W. FAIRMAN Co. 


Central Public 
Utility 
514’s of *52 
Recent Review on Request 


208 SOUTH LA SALLE ST, 
CHICAGO 4, ILLINOIS 
Telephone Randolph 4068 
Direct Private Wire to New York 
Bell System CG 537 


















Corp.—Special reports available 
to banks, brokers and dealers— 
Ask for memo SR 14—Troster, 
Currie & Summers, 74 Trinity 
Place, New York 6, N. Y. 





Fox Metal Products Corp.— 
Circular—Hunter & Co., 42 Broad- 
way, New York, N. Y. 





Hydraulic Press Manufacturing 
Co.—Detailed Analysis—Comstock 
& Co., 231 South La Salle Street, 
Chicago 4, Ill. 

Also available are analyses of 
Long Bell Lumber Co., and 
Miller Manufacturing Co, 





Kingwood Oil Co.—Analysis— 
Peter Morgan & Co., 31 Nassau 
Street, New York 5, N. Y. 





Lime Cola Co.—Late data— 


tional Bank Building, Montgom- 
ery 4, Ala. 





McCord Corp. — Descriptive 
memorandum—Frank C. Master- 
son & Co., 64 Wall Street, New 
York 5, N. Y. 





Metal Forming Corporation — 
Memorandum—First Colony Cor- 
poration, 52 Wall Street, New 
York 5, N. Y. 





Missouri Utilities Co.—Analysis 
—Ira Haupt & Co., 111 Broadway, 
New York 6, N. Y. 





Montgomery, Ala. — Current 
data and latest audit—Thornton, 
Mohr & Co., First National Bank 
Building. 





National Malleable and Steel 
Castings Co. — Memorandum — 
Jacobs & Low, 61 Broadway, New 
York 6, N. Y. 





Plomb Tool Co.—Memorandum 
for dealers only—Maxwell, Mar- 
shall & Co., 647 South Spring 
Street, Los Angeles 14, Calif. 





Public National Bank & Trus' 
Co.—Year-end analysis—C. E. 
Unterberg & Co., 61 Broadway, 
New York 6, N. Y. 

Also available is an offering 
circular on Stern & Stern Textiles, 
Ine. 





Ralston Steel Car Co. — Circu- 
lar — Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 





Rockwell Manufacturing Co.— 
Analysis — Steiner, Rouse & Co.. 
25 Broad Street, New York 4, 
Se £ 





Schenley Distillers Corporation 
—Brochure of articles they have 
been running in the Chronicle. 
Write to Mark Merit, in care of 
Schenley Distillers Corporation, 
350 Fifth Avenue, New York l, 
N. Y. 





Showers Brothers Co.—Analysis 
—Caswell & Co., 120 S. La Salle 
Street, Chicago 3, Ill. 





Tide Water Power Company— 
Memorandum—Buckley Brothers. 
o Walnut Street, Philadelphia 
2, Pa. ; 

Also available are memoranda 
on Colorado Milling & Elevator 
Co. and International Detrola Corp. 





U. S. Industrial Chemicals, Inc. 
(formerly U. S. Industrial Alcohol 
Co.)—Study tracing company’s 
progress—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 





Utica & Mohawk Cotton Mills 
Inc, — Circular — Mohawk Val- 
ley Investing Co., Inc., 238 Gen- 
esee Street, Utica 2, N. Y. 





Warner Co.— Memorandum on 
outlook—H. M. Byllesby and Co., 
Stock Exchange Building, Phila- 
delphia 2, Pa. 





S. D. Warren Co.—Analysis— 
May & Gannon, Inc., 161 Devon- 
shire Street, Boston 10, Mass. 

Also available is a detailed re- 
port on Hytron Radio and Elec- 
tronics Corp. 





West Ohio Gas Company — 





Thornton, Mohr & Co., First Na-! Chicago 3, Ill. 


Analysis—J. J. O’Connor & Co.. 
135 South La Salle Street,, 
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Caffrey Discusses Proposed Changes in 
Securities Acts With New Orleans Dealers 


SEC Chairman gets ideas of New Orleans investment men. Says 
minimum registration exemption limit of $300,000 could be raised, 


if there were some kind of “reasonable disclosure.” 


In answering 


D. F. Fenner regarding hardships of prohibition on exchange mem- 
bers, who are underwri.ers, of soliciting exchange business in 
securitics they underwrite, he expressed opinion period might be 


reduced to three weeks. 


James J. Cafirey, Chairman of the Securities and Exchange 


Commission, 
as to modifi- 
cations of the 
Securities and 
Exchange 
Acts, appeared 
on March 4 at 
a tuncheon ot 
the New Or- 
leans Chap er 
of the Na- 
tional Associ- 
ation of Se- 
curities Deal- 
ers. E. Palmer 
Smith, chair- 
man of the 
local NASD 
luncheon 
committee, 
presided. Mr. Caffrey was intro- 
duced by John Shober of New 
Orleans, v:ce-chairman, and di- 
rector of the national association. 
With Mr. Caffrey was William 
Green, regional director for the 
SEC, with headquar‘ers at At- 
lanta; W. G. Leftwich, Memphis, 
district chairman of the NASD, 
came to New Orleans to attend 
the meeting. The Southeastern 
district of the NASD comprises 
Louisiana, Mississippi, Alabama, 


Georgia, Florida and South Caro- 
lina. 


James J. Caffrey 


in the course of his remarks, 
Mr Caffrey stated: “We have no 
preconceived ideas about what 
should be done in the way of 
changes in laws or rules. I am now 
on a nationwide tour trying to 
find out what the people who sell 
the securities think about the 
whole problem.” Mr. Caffrey ex- 
plained that it was planned in 
1941 to go to the Congress with 
certain changes in existing laws, 
but the effort was stopped by the 
war. He further explained that 
only recently the Commiss:on 
succeeded in “streamlining” cer- 
tain provisions for registration of 
securities and that the Commis- 
sion was “open-minded about fur- 








during nis tour throughout the country to get ideas 


2 
7 








ther improvements even if jt 
; means going to Congress with 
amendments to the securities act.” 

When asked. by Darwin §. 
Fenner,  loeal- partner of Merril] 
, Lynch, Pierce, Fenner and Beane, 
regarding the minimum require- 
ment for exemption from security 
registration by borrowers, Mr, 
Caffrey said that he felt the pres- 
‘ent $300,000 limit-for registration 
requirement exemption could be 
lifted somewhat, particularly if 
there was provision for some kind 
of “reasonable disclosure.” Re- 
garding the requirement of a pe- 
riod of six months before an 
underwriter who is a stock ex- 
change member could solicit ex- 
change business in the security 
underwritten, Mr. Caffrey de- 
ciared he thought the six months’ 
limit for solicitation was exces- 
sive. He said the shortest period 
suggested to him had been a pe- 
riod of three weeks. 

Harry H. White, of White, 
Hattier and Sanford, spoke of 
the necessity of making the re- 
quirements and forms of registra- 
tion more readable and under- 
standable. He contended that pres- 
ent requirements were “excessive, 
burdensome and sometimes con- 
fusing.” Mr. Caffrey answered 
that-he was heartily in favor of 
improving the forms of security 
prospectuses, ‘‘not only so that the 
investor can. understand what he 
is buying, but also so that many 
security salesmen will under- 
stand what they are selling.” 


Mr. Caffrey, during his address, 
Said that he had been much im- 
pressed with the character of crit- 
icism received during his tour and 
said he thought the tone of the in- 
vestment business had greatly im- 
proved in recent years, so that it 
is now a “professional rather than 
merely a money-makng enter- 
prise.” 








World Bank Loan Projects Being Readied 


Action on French and Danish Applications Soon 


WASHINGTON (Special to 


the ‘“Chronicle’) — The first two 


loan projects which will be laid before the World Bank’s executive 
directors by the staff will be those of France and Denmark. This is 


expected to occur sometime in the next two or three weeks. 


France 


has applied for $500,000,000 and Denmark for $50,000,000, a sum that 
country originally asked of the Export-Import Bank but which that 


Bank suggested be taken up with ¢ 


the World Bank. 


When the Bank acts on these 
and other applications, it is most 
likely that it will commit itself 
only for a fraction of the amount, 
say, enough to cover a year’s re- 
quirements. Subsequent require- 
ments will be examined as need 
arises. The borrowing country as 
well as the Bank will benefit by 
piecemeal commitment, since it 
will thereby avoid charges it 


otherwise would have to pay the 
Bank. 


The Chile project will not be 
finished by the Bank’s staff until 
sometime after the return to 
Washington of two Fund directors 
—Santos-Filho and White—who 
have been travelling in South 
America the past several weeks. 
The Bank is expected to obtain 
the results of their appraisal of 
economic conditions and the out- 
look in Chile. 





Gundersdorff in Baltimore 

BALTIMORE, MD.—Charles H. 
Gundersdorff wiil engage in the 
securities business from offices in 
the Fidelity Building. 





Geo. D. B. Bonbright 
To Admit Hugh Johnson 


BUFFALO, N. Y. — Hugh A. 
Johnson, who has been resident 
manager of the office of George 
D. B. Bonbright & Co. in the Rana 
Building, will become a partner 
in the firm on April lst. The main 
office of the company, which 
holds membership in the New 
York Stock Exchange, is located 
in Rochester. 

Mr. Johnson has been with the 
Bonbright firm since 1933, He is 
a former President of the Bond 
Club of Buffalo and is a member 
of the Buffalo Business Conduct 
Committee, District 13 of the Na- 
tional Association of Securities 
Dealers. 


Alton Blauner Y.-P. 
Of Willis E. Burnside 


Willis E. Burnside & Co., 30 
Pine Street, New York City, an- 
nounce that Alton Blauner has 
become associated with the firm 
as Vice-President. 
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NSTA Notes 


CLEVELAND SECURITY TRADERS ASSOCIATION 


Cleveland Security Traders Association will hold its. Eleventh 
Annual Dinner on Friday, March 28, at the Mid Day Club, it was 
announced by President J. L. Quigley. 

Speaker will be Dr. Neil H. Jacoby, Vice-President of the Univer- 
sity of Chicago and Professor cf Finance of the 
Business Administration School. He wil! discuss 
the difficult and challenging subject “Economic 
Problems and Prospects For 1947.” 

Dr. Jacoby is widely known for his frequent 
appearances on programs of the University of 
Chicago Round Table of.the Air. He is author or 
co-author of seven books on various phases of 
taxation and finance, and he has written a num- 
ber of important articles for business and eco- 
nomic periodicals. Although he is only 37. years 
old, Dr. Jacoby has. served in many important 
positions including. Manager of the Research 
Department of Lawrence Stern & Co., Chairman 
of the Illinois Emergency Relief Commission, 
Economics Consultant to the Governor of Illinois 
and Consulting Expert for the United States 
Treasury Department. ‘ 

Attendance at the Dinner will be by invitation 
only. It is expected that members of the Cleveland Security Traders 
Association will have as their guests many officers of corporations 
and banking institutions from the Cleveland and Northern Ohio 
area. Guests representing the National Security Tra:lers Association 
and Presidents of affiliated Chapters in other cities are expected to 
attend. 

Committees named by President Quigley to handle various phases 
of the program are as follows: 


DINNER AND ARRANGEMENTS—Chairman. Clemens E. Gunn, 
Gunn Carey & Co.; Arthur V. Grace, Arthur V. Grace & Co.; William 
H. Clark, Merrill, Turben & Co. 


GUESTS AND RESERVATIONS—Chairman, Carl H. Doerge, 
Wm. J. Mericka & Co., Inc.; David J. Barhyte, Hawley, Shepard & 
Co.; Corwin L. Liston, Prescott & Co.; R. I. Cunningham, Cunnigham 
& Co.; Alvin J. Stiver, Saunders, Stiver & Co. 


PUBLICITY—Chairman, Richard A. Gottron, Gottron, Russell 
& Co.; Harry. Gawne, Merrill, Turben & Co.; Don W. Plasterer, Horn- 
blower & Weeks; Edmund J. Rung, C. J. Devine & Co. 


TICKETS AND PROGRAM—Chairman, John A. Kruse, Otis & 
Co.; Arthur W. DeGarmo, Merrill Lynch, Pierce, Fenner & Beane: 
Arthur Metzenbaum, Will S. Halle & Co. 


HOTEL RESERVATIONS—Chairman, George F. Opdyke, Ledo- 
gar-Horner & Co.; M. A. Cayne, Cayne, Robbins & Co.; George 
Placky, L. J. Schultz & Co.; Russell K. Rowley, Skall, Joseph, Miller 
& Co. 


RECEPTION COMMITTEE—Chairman, Guy W. Prosser, Mer- 
rill Lynch, Pierce, Fenner & Beane; Orin E. Koeser, Blyth & Co., 
Inc.; Lloyd O. Birchard, Prescott & Co.; Roderick A. Gillis, Wood, 
Gillis & Co.; Wm. J. Mericka,; Wm. J. Mericka & Co., Inc.; Wallis W. 
Wood, Wood, Gillis & Co.; Norman V. Cole, Ledogar-Horner & Co.; 
Stanley M. Eilers, Hornblower & Weeks; T. A. Melody, Jr., The First 
Boston Corp.; Daniel Baugh, Tif, Gordon Macklin & Co.; Harold L. 
Emerson, H. L. Emerson & Co.; Oliver Goshia, Goshia & Co.; M. C. 
Hardony, Finley & Co.; Everett A. King, Maynard H. Murch & Co.; 
Wm. A. Koeth, Gunn, Carey & Co.; James N. Russell, Gottron, Russell 
& Co.; Wm. T. Robbins, Ball, Burge & Kraus; John P. Witt, John P. 
Witt & Co.; Edward S. Smith, Hornblower & Weeks; Clarence F. Davis, 
The First Cleveland Corp.; Fred. N. Asbeck, Wm. J. Mericka & Co., 
Inc.; Paul S. Bowden, Ball, Burge & Kraus; Dana F. Baxter, Hayden, 
Miller & Co.; Edward B. Geggus, Curtiss House & Co.; George 
Huberty, Goodbody & Co.; Charles E. Jones, Ball, Burge & Kraus; 
Ben J. McPolin, McDonald & Co.; E. E. Parsons, Jr., Wm. J. Mericka 
& Co., Ine.; William L. Strong, Blair & Co., Inc.; Byron R. Mitchell, 
C. F. Childs & Co. 


SECURITY TRADERS CLUB OF ST. LOUIS 

The Security Traders Club of St. Louis is inaugurating a series 
of monthly luncheons for its members beginning Wednesday, March 
26th, at the DeSoto Hotel in St. Louis and plans are being made for 
the spring party which is to be held at the Coronado Hotel on April 
23rd with the famous Dizzy Dean as a guest speaker. 

Officers of the Club are Jerome F. Tegeler, Dempsey-Tegeler & 
Co., President; William F. Dowdall, Wm. F. Dowdall & Co., first Vice- 
President; Joseph S. Fisher, Peltason-Tenenbaum Co., second Vice- 
President; Walter J. Creely, Goldman, Sachs & Co., third Vice- 
President; Haworth F. Hoch, McCourtney-Breckenridge & Co., 
Secretary; and George Ries, Mississipp. Valley Trust Co., Treasurer. 
National Committeemen are Henry J. Richter, Scherck, Richter Co.; 
Joseph G. Petersen, Eckhardt-Petersen & Co., and Mel M. Taylor, 
Semple, Jacobs & Co. 


CINCINNATI STOCK AND BOND CLUB 

The members of the Cincinnati Stock and Bond Club were guests 
of the Officers and Directors of the Cincinnati Gas & Electric Co. at 
a meeting held at the Queen City Club, Friday, March 14, 1947. 

Walter C. Beckjord, President of the Cincinnati Gas & Electric 
Co., previewed the company’s annual statement for the year just 
ended. This is the first annual statement since the public offering 
of the common stock. 

A cocktail party and buffet supper followed the meeting. 














Neil H. Jacoby 


THE BOND TRADERS CLUB OF KANSAS CITY 
The Bond Traders Club of Kansas City has elected the follow- 


ing officers for 1947: 
President: Eldridge Robinson, 


ham & Co. 


and Michigan 
Golf Party on 
Country Club, 
E. H. Rollins 





H. Terry Snowday 


President: Claude McDonald, McDona'd & Co.: Treasurer: Kneeland 
Jones, A. E. Weltner & Co.; Secretary: John Latshaw, 


SECURITIES TRADERS ASSOCIATION OF 
DETROIT AND MICHIGAN 


The Securities Traders Association of Detroit 


Program Committee. 
been made for a 
Party for out of town guests and members the 
evening of July 14, at the Savoyard Club, Detroit. 


George K. Baum & Co.: Vice- 


Harris, Up- 


will hold their annual Summer 
July 15, at the Orchard Lake 
according to H. Terry Snowday, 
& Sons, Inc., Chairman of the 
Also arrangements have 
Buffet Dinner and Cocktail 





relief program. 


the loan to Greece. 
ence to the March 31 deadline— 
that being the end of the U. K.’s 
fiscal year—Mr. Snyder said that 
the Treasury has no authority to 
lend any funds pending action by 
the Congress. 


Apart from the pending bill on 
Greece, the Secretary pointed out, 
there is now before Congress a 
separate bill authorizing the RFC 
to make a _ $100,000,000 interim 
loan pending enactment of the 
broader legislation for aid to 
Greece and Turkey. “There is 
always a lag there,’ Snydei 
said. “An authorization goes 
tHrough; then an appropriation 
bill has to be passed to make the 
funds available. So it is pro- 
vided that the RFC can make thai 
interim loan while the appropria- 
tion bill is being passed.” 


The RFC bill would require no 
new borrowing, Snyder added. 
“The RFC has a relationship with 
the Treasury Department. But it 
would not have to raise the ceil- 
ing of borrowing that is author- 
ized by Congress. The RFC is 
authorized within a certain ceiling 
to borrow from the Treasury and 
this would not require the ceiling 
to be raised.” When the legisla- 
tion is enacted the money will be 
drawn down from the general bal- 
ance of the Treasury, Mr. Snyder 
disclosed. 


No New Request by Russia 
Secretary Snyder, in reply to a 
question, said he had no informa- 
tion on a new request by Russia 
for a loan. Nor had he heard of 
any proposal to enable Japanese 
businessmen to borrow from any 
American Government § agency. 


The Loan to Greece Discussed by Snyder 


Secretary Snyder, at press conference, reveals RFC can render 
interim aid pending Congressional passage of appropriation legis- 
lation. Treasury Secretary minimizes inflationary effects of U. S. 


WASHINGTON, March 19 (Special to the “Chronicle”).—Secre- 
tary Snyder today answered numerous questions of the press about 
With refer-¢ 








The possibility of such borrow- 
ing, however, was admitted by 
Secretary Snyder. 


the 
# 


Opposes Prepayment of Terminal! 
Leave Bonds 


Mr. Snyder reiterated an earliex 
Treasury attitude against use of 
any budget surplus for prepay- 
ment of terminal leave bonds 
“We don’t encourage any prepay- 
ment of those bonds,” Snyder ob- 
served. 


James Stearns Joins 
Ball, Burge & Kraus 


CLEVELAND, OHIO—James P. 
Stearns has become associated 
with Ball, Burge & Kraus, Union 
Commerce Building, members of 
the New York and Cleveland 
Stock Exchanges. Mr. Stearns was 
in the investment business in Bos- 
ton for 14 years, later becoming 
Assistant Vice-President of Atlan- 
tic Coast Fisheries Co. In 1943 he 
formed Fishery Products, Ine. He 
went to Cleveland the following 
year when the main office was 
shifted. 


Everett Rubien With 
Dean Witter in N. Y. 


Dean Witter & Co., 14 Wall 
Street, New York City, members 
of the New York and San Fran- 
cisco Stock Exchanges, announces 
that Everett R. Rubien is now as- 
sociated with them. 











Aeronca Aircraft Corp. 
Burgess Battery Co. Com. 
Chgo. Auro. & Elgin Ry. Units 
Ft. Wayne Corrugated Paper 
Howard Indusiries, Inc. 
“Hydraulic Press Mfg. Co. 
Kropp Forge Co. Com. 
Old Ben Coal Corporation 
*Long-Bell Lumber Company 
“Miller Manufacturing Co. 
Oil Exploration Co. Com. 
Trailmobile Company 


*Detailed analysis available 





% 


Mr. Snyder asserted he had nc 
information as to financial aid foi 
China. 


a * 1 


Inflation from Relief Program 
Minimized 


Concerning the inflationary ef- 
fects of the European relief pro- 
gram, as some people think has 
been exemplified recently in the 
case of wheat, Snyder § said: 
“Well, we have to watch the 
prices of things. Certainly what 
we are having to buy for the re- 
lief program. But you saw what 
happened to wheat overnight: it 
went off 1842c. So those things 
will probably correct themselves.’ 


“You don’t consider it a factor. 
then, in the inflationary prob- 
lem?” the Secretary was asked 
“No,” he replied, “because most of 
the things that enter into the re- 
lief programs are things that are 
in full supply here now.” 

8 ue Bey 


Snyder revealed that the ar- 





rangement with former Secretary 
| Morgenthau has already resulted 
|in the return of some documents 


| 


|to the Treasury’s files. 











*Seiberling Rubber 





BOND CLUB OF HOUSTON 


The Bond Club of Houston recently elected the following officers 


for the year 1947: ; 
President: Claude T.°Crockett, Moroney, Beissner & Co.; Vice- 


President: Russell R. Rowles, Rowles & Co.; Secretary: Neill T. 


Masterson, Chas. B. White & Co. 


Chicago New York Boston 








INDUSTRIAL PREFERRED STOCKS 


Altorfer Brothers Company 

*Aro Equipment Corporation 

*Booth Fisheries Corporation 

*Colorado Milling & Elevator Company 
Consolidated Grocers Corporation 
Foote Brothers Gear & Machine Corporation 
Hart Carter Company 


*United Transit Company 
Woodall Industries, Inc. 


BOUGHT — SOLD — QUOTED 
*Prospectus Available 


AC.ALLYN*°COMPANY 


Incorporated 


Company 


on request 


Comstock & Co. 
CHICAGO 4 


231 So. La Salle St. Dearborn 1501 
Teletype CG 955 

















Central Soya Co. 


Common 


Ft. Wayne Corrugated Paper Co. 


Common 
Lincoln Natl. Life Ins. Co. 
Southern Union Gas Co. 


Common 


Standard Silica Corp. 


Common 


DAVID A. NOYES & COMPANY 


Members New York Stock Exchange 


208 SOUTH LA SALLE STREET 
CHICAGO 4, ILLINOIS 


Tele. CG 730 Tel.: State 0400 
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Michigan Brevities 


The $12,000,000 City of Detroit Transit Revenue bonds were 
awarded to an investment banking group headed by Blyth & Co.; 


Lehman Bros.; First Boston Corp., 


and First of Michigan Corp. They 


were oftered as 244s and 2\%s at a price to yield 1 to 24%% for bonds 
maturing Feb. 1, 1948 to Feb. 1, 1960. 


* 


Ba * 


Prudential Investing Corporation’s $1 par value common stock 


has been removed from trading ®> 


and listing, the Detroit Stock Ex- 
change announced. 
ok cd ce 


Governors of the Detroit Stock 
Exchange have voted to close the 
exchange for trading on Satur- 
days beginning May 31 and con- 
tinuing from June through Sep- 
tember, it was announced March 
18. No decision was made on a 
permanent five-day week. 

a a oe 


Trading volume in February on 
the Detroit Stock Exchange to- 
taled 301,467 shares, having a 
market value of $3,794,852. This 
compares with January volume of 
275,220 shares valued at $3,535,813. 


tk * * 


Michigan Consolidated Gas Co. 
of Detroit has filed with the 
SEC, $6,000,000 first mortgage 
bonds, due 1969, for public sale 
through competitive bidding. 
Proceeds, together with $3,875,- 
270 to be received from the sale 
of 276,805 additional shares of 
common stock to its parent, 
American Light & Traction Co., 
will be used to finance construc- 
tion and acquisition of more 
property. The program has been 
financed partially by.loans from 
the National Bank of Detroit on 
promissory notes, totaling $1,- 
750,000. Sede 


First of Michigan, McDonald, 
Moore & Co., and H. V. Sattley 
Co. have purchased an issue of 
$200,000 Village of Wayne paving 








Call Us On Any 


MICHIGAN 
UNLISTEDS 


Wm.C.Roney & Co. 


Members New York Stock Exchange 
812 BUHL BUILDING 
DETROIT 26, MICH. 


Teletype Phone 
DE 167 Cherry 6700 




















Charles A. Parcells & Co. 


Established 1919 
Members Detroit Stock Exchange 





Michigan Markets 


639 Penobscot Building 
DETROIT 26, MICH. 


Teletype 
DE 206 


Telephone 
Randolph 5625 


bonds. The issue, offered as 24s, 
will mature Aug. 1 of this year. 
% * * 


An application from Upper Pen- 
insula Power, Houghton, to 
acquire assets of three Michigan 
companies will be considered at a 
hearing by the SEC on March 25. 


% Be oo 


Detroit Edison was authorized 
to issue a special 10% common 
stock dividend totaling $12,722,- 
600, Gilbert T. Shilson, MPSC 
Vice - Chairman, announced, 
Present shareholders will re- 
ceive 636,130 new shares with a 
par value of $20 each. James H. 
Lee, Corporation Counsel, with- 
drew his protest that new shares 
should be offered on the open 
market. 


New Detroit Savs. & 
Loan Ass’n Formed 


DETROIT, MICH. — Formation 
of Home Federal Savings and 
Loan Association of Detroit with 
headquarters at 301 East Warren 
was announced by President Ar- 
thur M. Simmons. Other officers 
are: Lowell Baker and Samuel 
Jones, Vice Presidents; M. Stewart 
Thompson, Secretary; Ellis Ham- 
lar, Treasurer. Directors include 
Dr. Robert Greenidge, Walter Ges- 
sel, Mrs. Fannie B. Peck, and 
Douglas Quack. 








Schmidt on Advisory 
Board of Chemical Bank 


N. Baxter Jackson, President of 
the Chemical Bank & Trust 
Company, an- 
nounces the 
election of 
Eugene A. 
Schmidt, Jr., 
to the Advis- 
ory Board of 
the Fifth 
Avenue at 
29th Street 
office of the 
Bank. 

Mr. Schmidt 
is Third Vice- 
President of 
the Metropol- 
itan Life In- 
surance Com- 
pany and is 
also a Director and Member of 
the Finance Committee of the 
Chicago & North Western Ry. Co.; 
Director and Member of the Fi- 
nance Committee of the Chicago, 
St. Paul, Minneapolis & Omaha 
Ry. Co., and a Member of the Re- 
organization Committee of the 


Denver & Rio Grande Western 





E. A, Schmidt, Jr. 
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STOCK EXCHANGE 


Muskegon 


Emil Schram to Head 
PAL Campaign 


Emil Schram, President of the 
New York, Stock Exchange, has 
been appoint- 
ed general 
chairman of 
the 1947 Po- 
lice Athletic 
League’s 
campaign to 
raise $1,000,- 
000, it was 
announced by 
Police Com- 
missioner Ar- 
thur W. Wal- 
lander. The 
money will be 
used to fur- 
ther the 
league’s pro- 
gram in behalf 
of the children of New York and 
for further improvement of the 
summer camp maintained by the 
league in the Adirondack Moun- 
tains. 


Russia Stands Aloof 
On Trade 


In addition to her certain absten- 
tion from Geneva, plans for 
Soviet-American trade conversa- 
tions have collapsed. 

(Special to Tue Frvancrat CHRONICLE) 

WASHINGTON, D. C.—Barring 
a last-minute reversal, which 
under present international polit- 
ical conditions seems out of the 
question, there is now no likeli- 
hood that Russia will participate 
in the Geneva trade negotiations 
in April. Moreover the Russian- 
American trade conversations 
which it was hoped would be 
held in Washington this month, 
have fallen through. Russian- 
American trade relations are to- 
day of less importance to the 
USSR than political relations. 
However, since Lend-Lease has 
ended, the acquisition of dollars is 
a matter of more concern to Mos- 
cow than at any time in recent 
years. 


In 1946 Russian cash imports 
from the United States were val- 
ued at only $53,600,000. In addi- 
tion Russia received from ° the 
USA as gifts $152,100,000 on 
Lend-Lease account, $141,500,000 
on UNRRA account, and $10,700,- 
000 in the form of private relief. 
The cash exports, therefore, 
were only 15% of the total. 


Fred Schoellkopf Co. 
NYSE Firm in Buffalo 


BUFFALO, N. Y.—Fred Schoell- 
kopf & Co., members of the New 
York Stock Exchange, will be 
formed April ist with offices at 
70 Niagara Street. Partners will 
be J. Fred Schoellkopf IV, who 
will acquire the Exchange mem- 
bership of Oliver C. Billings; 
Felix L. Piech and J. F. Schoell- 
kopf, Jr. Mr. Schoellkopf was for- 
merly Vice-President of Schoell- 
kopf, Hutton & Pomeroy, Inc. 





Emil Schram 








employees, not directors. 


new shares would be reserved for 
sale to employees, not directors, 
from time to time. Stockholders 
will vote on the proposal on 
March 28. 
* KB te 
The City of Waterbury re- 

cently awarded to the Waterbury 
National Bank $500,000 Tax An- 
ticipation Notes dated March 6, 
due June 4, at .42% plus $6 pre- 
mium. Other bids submitted 
were at .59% and 61%. 


** By * 


The City of Stamford recently 
sold to a syndicate headed by 
Blair & Co. an issue of $421,000 
funding bonds dated March 15, due 
$29,000 on March 15, 1948 and 
$28,000 serially each year, Mar. 15, 
1949 to 1962, inclusive. The win- 
ning bid was 101.489 for bonds 
earrying a coupon rate of 1%%. 
The bonds were reoffered to the 
public at a scale ranging from a 
65% basis to 1.35%. 


uk * ok 


The City of New Britain 
awarded to the First National 
Bank of Boston $300,000 Tax 
Anticipation Notes dated March 
7, due June 16, 1947, at .62%. 


* ok oe 
The annual report of the Con- 


1946 showed net profit of $4,373,- 
452 or $3.81 a share on the com- 
mon (after charges, taxes, reserves 
and preferred dividends) com- 
pared with $3,455,354 or $3.01 a 
share (exclusive of net of Litch- 
field Electric) for 1945. At the 
end of the year reserves were $20,- 
713,452 against $18,126,631 a year 
ago, while earned surplus of $4,- 
841,099 compared with $4,460,646. 


Net income for the 12 months 
ended Jan. 31, 1947 was $4,300,286 
or $3.75 a share, compared with 
$3,553,058 or $3.10 for the preced- 
ing 12 months. Total operating 
revenue was $31,383,065 and $29,- 
513,917, respectively. 

* oo * 


For the year 1946, Bigelow- 
Sanford Carpet Co. showed net 
profit of $1,248,095 or $3.53 a 
Share on the common stock, 
compared with $890,677 or $2.37 
a share in 1945. Total sales for 
1946 were $39,222,359 against 
$34,679,454 the preceding year. 
Sales of $14,544,022 for the last 
quarter of 1946 reached an all- 
time high record. 


% * * 


Pitney-Bowes, Inc., of Stamford, 
on March 31 will seek stockhold- 
ers’ approval for the authorization 
of 75,000 shares $50 par cumula- 
tive preferred stock and 500,000 
additional shares of common stock. 
The President in a letter to the 
stockholders stated that “the ex- 
panding business of the company 
requires additional permanent 
capital.” 

* k * 

The income account of Fafnir 
Bearing for the year ended Dec. 
31, 1946 showed net inceme of 
$1,194,874 or $7.47 a _ share, 
against. $1,045,771 or $6.54 a 
share the preceding year. 





a , 


Connecticut Brevities 


The directors of The Stanley Works of New Britain hav 
to recommend to the stockholders the authorization of an additiona) 
80,000 shares of common stock which would result in increasing 
present capitalization of $13,000,000 to $15,000,000. There are p 
ently outstanding 40,000 shares of treasury stock reserved for sale to 

Under the proposed 


e€ voted 


the 
res- 





would be retired and 40,000 of the@— 


necticut Light & Power Co. for 





plan, these shares 


F. Goodwin Smith, President of 
the Hartford-Empire Co., has been 
elected Chairman of the Board 
and Sixton Wollmar succeeds him 
as President. 

8 * *K 


Silex Co. reported net sales of 
$8,920,326 for the year ended Dec. 
31, 1946, as compared with $4,970 - 
690 in 1945. Net income was $600,- 
965 or $2.80 a share, compared 
with $278,592 or $1.30 a share 
earned in 1945. 

ok ok tk 


The Niles-Bement-Pond Co. and 
its subsidiary, Chandler-Evans 
Corp., reported a net loss of $47,- 
908 for the year ended Dec. 31, 
1946. This compares with net 
earnings of $1,463,853 or $1.85 a 
share in the preceding year. The 
Chairman of the board of direc- 
tors, in a report to the stockhold- 
ers, said that the principal reason 
for the 1946 loss was the curtail- 
ment of production due to the 21- 
week strike. 

k * ot 

For the fiscal year ended Dec. 
31, 1946, the Hartford Gas Co. 
showed net inceme of $416,763 
or earnings of $2.31 a share on 
common after charges, taxes and 
preferred dividends, This com- 
pares with $381,101 or $2.14 a 
share the previous year. Surplus 
at the end of 1946 was $2,651,729 
against $2,594,754 a year ago. 
Total operating revenue for 1946 
was $3,349,420, which was some 
5.1% ahead of the 1945 total. 

Bo Po 

For the year ended Dec. 31, 1946, 
Southern New England Telephone 
Co. reported net income of $3,- 
339,188 or $7.42 a share, against 

$2,690,927 or $6.73 a share for 1945. 
ae ok oo 

Gray Manufacturing Co. re- 
ported a net loss of $192,320 for 
the year ended Dec. 31, 1946. The 
preceding year showed a net profit 
of $257,818 or earnings of $1.22 
a share. Net sales of $789,372 were 
off from $5,274,180. 

Bg * % 

The stockholders of Veeder- 
Root, Inc., at their annual meet- 
ing on March 25 will act on @ 
recommendation of the directors 
to split the capital stock, two- 
for-one. 


With Dean Witter & Co. 


(Special to Tae FrnaNciAL CHRONICLE) 


SAN FRANCISCO, CALIF.— 
Edward L. Smith, Jr., has become 
affiliated with Dean Witter & Co., 
45 Montgomery Street, members 
of the New York and San Fran- 
cisco Exchanges and other leading 
exchanges. 


Conrad, Bruce & Co. Adds 


(Special to THe FrNaNcIAL CHRONICLE) 
SAN FRANCISCO, CALIF.— 
Conrad, Bruce & Co., Russ Build- 
ing, have added Edward A. Myers 
to their staff. . 
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A Realistic 


Labor 


Policy for America 


By ROBERT J. WATT* 
International Representative, American Federation of Labor 


Spokesman maintains AFL policy is to reduce government inter- 
vention in labor relations and develop self-government in labor- 
management relationships, based on the individual plant and 
developed through collective bargaining. Attacks high pressure 
campaign for 25% wage increase and says a realistic labor policy 
requires partnership between management and labor. Scores gov- 
ernment bungling in labor matters and denies new legislation can 
effect industrial peace or compulsory arbitration will work. 


A realistic labor policy for America would be based on a recogni- 
tion that living standards are highest where men are free. It would 


recognize that 
the best job 
has been done 
in the lands 
where people 
had the right 
to establish. 
and change 
their political 
and economic 
institu- 
tions with a 
minimum of 
govern- 
ment interfer- 
ence. 

While we 
have our dif- 
ficulties we 
should not lose sight of the fact 
when developing a realistic labor 
policy that with all our faults we 
have done a good job. With a 
little over 5% of the people of the 
world we have 84% of the auto- 
mobiles, 54% of the telephones 
and 92% of the all the bathtubs. 
While we must admit that labor 
unions and management are not 





Robert J. Watt 





*Address by Mr. Watt before 
Eastern Spring Conference of the 
Controllers Institute of America, 
Washington, D. C., March 17, 1947. 


— 
~ 








perfect, we must not forget when 
developing a realistic labor policy 
that government is more respon- 
sible for the confusion in indu- 
strial relations than either labor, 
management or both. 


AFL Policy 


Frankly, the American Federa- 
tion of Labor is eager to bring the 
earliest possible end to govern- 
ment intervention in labor rela- 
tions. Experience has demon- 
strated that labor or management 
dependence on government is un- 
wise. We believe a few years of 
the conditions we have had in re- 
cent years would result in gov- 
ernment dominated unions. It 
would be equally dangerous to 
management. 

Our objective in developing a 
realistic labor policy should be to 
establish the greatest possible 
measure of self-government. The 
base for such a system should be 
in the individual plant and devel- 
oped through sound collective 
bargaining. While we have many 
faults I believe labor and manage- 
ment are more capable of self- 
government than they are capable 

(Continued on page 1529) 





Legislation for Industrial Peace 


By DONALD R. RICHBERG* 
Formerly Director of National Industrial Recovery Administration 


Mr. Richberg stresses the need of new labor legislation which will 
not take away from workers right to organize and to advance their 
welfare and, at the same time, provide protection from abuses of 
organized labor’s power. Advocates compulsory arbitration in in- 
dustrial disputes affecting the public interest. Recommends setting 
up statutory standards to guide judgments of arbitrators and ma- 
chinery for establishing a temporary judicial tribunal similar to that 


of Railway Labor Act. 


It should not be necessary to offer any extensive proof of the 
urgent need for an improved method of settling industrial disputes. 


Industrial® 


warfare 
spreading in 
extent and in- 
creasing in 
violence, has 
inflicted more 
and more 
serious in- 
juries on pri- 
vate and pub- 
lic interests, 
until it has 
become _ evi- 
dent that a 
revision of our 
labor laws is 
im p eratively 
: needed to pro- 
ect the general welfare and to 
preserve the freedom and good 
Order of our society. 


a mee organizations should not 
its charged: with sole responsibil- 
“ad for these conditions. But the 
eth under which labor unions 
pov endowed with exceptional 
are CTS; Privileges and immunities 
ren responsible. That is why legal 
« Prt is an essential part of any 
ective peace program. 
es 
b Paice address by Mr. Richberg 
©tore the Harvard. Law School 


Donald R. Richberg 


°rum, Cambridge, Mass., March 
14, 1947. Mr. Richberg is a mem- 


Riche the law firm~-of Davies, 
Ric berg, Beebe, Busick and 
\chardson, .Washington, D: C. 








Existing laws, particularly Fed- 
eral laws, have made it possible 
for these organizations, whose ac- 
tivities are legalized because of 
worthy objectives, to be trans- 
formed into criminal conspiracies 
against the general welfare and 
to operate free from legal re- 
straints. which are enforced 
against all other such conspiracies. 


There are many well-led labor 
unions that do not take undue 
advantage of their privileges and 
do not seriously abuse their pow- 
ers of concerted action. But the 
vicious leaders and irresponsible 
members of many unions have so 
abused their  legally-protected 
powers and liberties that the ne- 
cessity for legal restraints and 
limitations has been proved be- 
yond all questions. 

I should not waste the time of 
intelligent, well-informed people 
it recounting the crimes against 
individuals and society that have 
been proved against bad labor 
unions. The full story would take 
weeks in the telling and require 
quotations from volumes of judical 
opinions and other public records. 
Indeed, what is written in the re- 
ports of the Supreme Court alone 
eould not be adequately reviewed 
in one evening. Furthermore, any- 


— 





one so ill-informed or unwilling to ' 


face the facts as to need such a 
s (Continued on page 1552) 


Missouri Brevities 


Union Electric C 
1946 states that “i 
power predicted f 
in 1946. The com 


0. of Missouri in its annual report for the year 
nstead of the sharp decline in demand for electric 
or the first postwar year, new records were achieved 
Pany served more customers than in 


any previous 


year in its history; the peak demand for electricity reached an all- 


time high, as did the average use ici : : 
: of el 
customers. The company a =e de electricity by its residential 


higher gross revenues and paid 
out a greater wage total than in 
any other year during its 65 years 
of service.” 


eu) Me in ee a ae 


The consolidated income accoun 
of Monsanto Chemical Co. of at 
Louis and its subsidiaries for the 
year ended Dec. 31, 1946 shows net 
sales of $111,423,683, as compared 
with $104,355,239 in 1945, and 
$96,104,611 in 1944, Net profit for 
1946, after charges and taxes, to- 
taled $10,484,413, equal after pre- 
ferred en to $2.48 per 
common share, as compared with 
$5,619,059, or $1.24 iar share of 
common stock in 1945, after giv- 
ing effect to the three-for-one 
stock split-up in 1946, and $5,094, - 
241, or $1.11 per common share in 
1944, figured on the same basis as 
for 1945. 


Current assets amounted to 
$79,771,556 and current liabil- 
ities $15,612,264 as at Dec. 31, 
1946, as against $48,250,296 and 
$9,098,903, respectively, a year 
before. 


At the close of 1946 the company 
had 11,616 common stockholders 
who owned 3,803,891 common 
shares having a book value of 
$12.79 per share. 


e * * 


Clinton Industries, Inc., St. 
Louis, on March 5 placed its cap- 
ital stock on a $2.40 annual divi- 
dend basis. A quarterly dividend 
of 60 cents per share was declared, 
payable April 1 to holders of rec- 
ord March 17. For the balance of 
1947, monthly dividends of 20 
cents each were declared, the first 
one being payable May 1 to hold- 
ers of record on or about April 15. 


ca * ck 


The stockholders of Wagner 
Electric Corp., St. Louis, on 
March 17 incr2ased the authorized 
capital stock, par $15 per share, 
from 400,000 shares to 600,000 
shares. It is planned to offer the 
holders of the present outstanding 
391,385 shares of stock the priv- 
ilege of subscribing for 97,846 ad- 
ditional shares at $30 per share on 
the basis of one additional share 
for each four shares already 
owned. 


Net income of the Western 
Auto Supply Co., Kansas City, 
for the year 1946, after provid- 
ing for taxes and a contribution 
of $544,189 to the Employees’ 
Profit Sharing and Retirement 
Trusts, reached an all-time high 
of $7,546,828, or $10.04 per share, 
as compared with $2,718,306, or 
$3.62 per share in 1945. Net sales 
for 1946 amounted to $107,619,- 
168, an increase of 83% over 
1945; sales at retail were $58,- 
592,178, an increase of 86.5%, 
while sales at wholesale were 








$49,026,990, an increase of 79%. 
Current assets at Dec. 31, 1946, 
totaled $40,075,653, a ratio of 
3.3 to 1 in relation to current 


liabilities. 
+ * * 


American Stove Co., St. Louis, 
reported that of the net income 
for the year 1946, amounting to 
$20,783,617, $9,865,835 was spent 
for materials, goods and services, 
$8,283,626 for wages, salaries and 
pensions, $1,066,806 for taxes, 
$381,783 was used for deprecia- 
tion, and $647,988 was paid in 
dividends, leaving $537,539. to be 
retained in the business for future 
expansion. At the close of last 
year, current assets totaled $9,- 
918,967, and current liabilities 
amounted to $2,911,291. 


* % * 


American Service Co. of Kansas 
City for the year 1946 reported a 
net income of $657,783, after 
charges and estimated Federal in- 
come taxes, as compared with 
$555,023 for the preceding year 
and $621,130 for the year 1944. 
Net current assets as at Dec. 31, 
1946, were $1,002,298, as against 
$1,085,784 a year earlier. 


On April 1, 1947, there will be 
deposited in the preferred stock 
retirement fund from 1946 net 
earnings, the sum of $132,294 to 
be used for the purchase of pre- 
ferred stock for retirement and 
cancellation. In addition to $61,581 
realized from the sale of fixed 
property since May 1, 1946, any 
additional funds received from the 
sales of such property to March 31, 
1947, will be deposited for the 
same purpose. 

On July 1, 1947, a participat- 
ing dividend of $66,147, the 
equivalent of $1.1323 per share 
will be paid out of 1946 earnings 
to preferred stockholders of rec- 
ord June 1, 1947. This compares 
with a participating dividend of 
$38,858 paid out of 1945 earnings 
and $53,343 paid out of 1944 
earnings. 

* * 

Johansen Bros. Shoe Co., Inc., 

St. Louis, for the first quarter of 


its fiscal year for 1947, ended] 


Feb. 3, reports consolidated net 
sales of $2,217,395, compared to 
$1,253,732 for the same period in 
1946, an increase of 76.86%. The 
report for the first time includes 
full quarterly net sales of the 
wholly-owned Valley Shoe Corp.., 
St. Louis, acquired by Johansen 
Bros. in August, 1946. Valley Shoe 
Corp. sales for the first quarter 
totaled $792,294, an increase of 
62.09%. 
* * * 

F. Burkart Manufacturing Co., 
St. Louis, for the year ended 
Nov. 30, 1946 had a net profit 
of $394,633, after charges and 
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taxes, and also after deducting 
$300,000 for reserve for con- 
tingencies. This was eoual to 
$1.43 per share on the 275,220 
shares of common stock out- 
standing at the end of the year. 
Stock outstanding as of July 1, 
1946 received a stock dividend 
of one share of $1 par stock on 
each share of $1 par stock then 
held. Net profit for 1945, after 
charges and taxes, amounted to 
$279,277, or $2.03 per share, en 
the 137,610 shares of stock out- 
standing in that year. 


With Blyth & Co., Inc. 


(Special to Tue. FrvanciaL CHRONICLE) 
INDIANAPOLIS, IND.—Joseph 
H. Durham, Jr., is with Blyth & 
Co., Inc., Circle Tower. 
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trends that may be at work in 
the whole field. 

In the very first place, such 
competition as the present apart- 
ment houses and commercial 
buildings may get from any new 
structures which may be put up 
will come ‘from not lower-rent but 
higher-rent properties. Higher 
building and operating costs will 
permit the construction of only 
the high-rent structures and the 
competition that will develop will 
thus come only from buildings 
which can rent at higher figures. 

Just about everyone on Wall 
Street, it seems, who is in any way 
familiar with the real estate situ- 
ation, believes today that rent 
ceilings will be lifted from apart- 
ments and other residential units, 
including all types of hotel ac- 
commodations, only gradually, 
starting, as they have already 
shown some signs of doing, with 
the luxury class of living quarters 
first. Ceilings have already been 
removed from _ hotel transient 
rooms, for instance. The ceilings 
will be lifted next, it is thought, 
from new apartment houses and 
from high-reat apartments in gen- 
‘eral. 

The start of the building boom 
is timed in the minds of most ob- 
servers to coincide pretty closely 
with the complete lifting of the 
ceilings on all types and classes 
of real estate, including those in 
the lower-rent classification. It 
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general puts them in a 
will be only then, it is thought, 
that builders can profitably serve 
the needs of the whole market. 
Though the OPA may itself come 
to an end within a few months, 
it is figured, the OPA rental 
functions will probably be taken 
over by some new Federal rent 
control agency which may be set 
up to operate on a regional] basis. 
A region may, in some cases, con- 
sist of only a single state, such as 
New York. Possibly, little OPA’s 
in some of the states anyway may 
replace the Federal agency to 
some extent. However, three years 
will probably have to pass before 
all rent controls will be removed 
from every corner of the Ameri- 
can real estate scene. 

One observer thinks that de- 
mand for high-cost suburban resi- 
dences is beginning to taper off 
now. People with ample funds are 
apparently not as desperate for 
homes as they were a year ago, 
he feels. The extremity of their 
need has been considerably miti- 
gated by such construction as has 
already been completed, he be- 
lieves. He still sees a boom in new 
home construction ahead, how- 
ever. This boom will come when 
building materials generally are 
readily available and construction 
costs are down somewhat, he says. 
A variation of this thought is the 
opinion expressed by one trader 
who says that the demand for ex- 
pensive suburban homes and the 
demand for expensive apartments 
are two separate demands which 
should not be confused with one 
another, and that the demand for 
high-rent apartments is and will 
continue to be heavy for a very 
long time. 

Another trader who, like some 
few others in Wall Street, thinks 
that market trends today resemble 
to some extent the trends after 
World War I, makes the point 
that, regardless of what the stock 
market does, building construc- 
tion is going to be heavy during 
the next five years or more, start- 
ing at once and increasing in vol- 
ume with the passing of time. In 
the twenties, it will be recalled, 
the construction of apartment 


, | 
} 


| Real Estate Securities | 


Though a great boom develops in about three years or so in real 
estate as many people predict, existing buildings will not for that 
reason become any less attractive than they are now, so far as invest- 
ors are concerned, it is the reasoned opinion of some unusually well- 
informed traders in real estate securities on Wall Street and others 
whose contacts with the real estate market in 
really strategic position to see the®——— 





houses preceded to some degree 
the construction of commercial 
buildings and it is probably the 
view of most analysts of the mar- 
ket that the emphasis in construc- 
tion will again this time be upon 
apartment houses first. There is a 
great unanimity among real estate 
observers that nothing can stop 
the construction of a large volume 
of multiple dwellings and com- 
mercial structures everywhere. 
Demand, they say, is really ter- 
rific and will remain so, as far as 
can be judged now, for an in- 
definite period. 

The construction of the luxury- 
type of apartment houses, upon 
which stress will be laid first will 
relieve the housing shortage to a 
considerable extent without in 
any way deteriorating the values 


Persons with large incomes, and 
so able and probably desirous of 
seeking better quarters, will move 
into the new higher-rent buildings 
as fast as they can and all those 
people without living quarters of 
their own now will then be able 
to obtain them in the space va- 
cated in the existing buildings. 

From an_ investor’s point of 
view, the bulk of the new buiid- 
ings to be put up within the nex! 
decade will probably offer little 
of interest since, it is thought, the 
insurance companies will prob- 
ably be doing most, if not all, of 
the financing. However, the con- 
tinued high earnings of existing 
structures—earnings which will 
be giving added strength and very. 
likely added substance when rent 
controls are finally eliminated— 
will certainly tend to make the 
entire market for real estate se- 
curities, and particularly selective 
issues, an increasingly attractive 
field for profitable investment. 
Thus, it is believed, the same 
forces making new construction 
possible, that is, the lifting of the 
rent controls and the great de- 
mand for housing, will also have 
the effect of making present prop- 
erties really going concerns for 
some time. 





Unterberg Director 
Clarence E, Unterberg of C. E. 
Unterberg & Co., 61 Broadway, 
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Clarence E. Unterberg 


New York City, has been elected 
a director of Stern & Stern Tex- 
tiles, Inc, 





Amend Rule on Security 
Suspended From Trading 


The Securities and Exchange 
Commission announced on Feb. 28 
the adoption of an amendment to 
Rule X-12D2-1 under the Securi- 
ties Exchange Act of 1934. “The 
amendment,” says the SEC, “elim- 
inates the requirement that an ex- 
change which hes suspended a 
security from trading shall file a 
statement every two months set- 
ting forth the reasons for the con- 
tinuance of the suspension. In 
place of this requirement, the 
amended provision requires an 
exchange to notify the Commis- 


sion of any change in the reasons 
for the suspension and also re- 
quires an exchange to notify the 
Commission of the effective date 
on which the suspended security 
is restored to trading.” 


With Dean W. Titus Co. 
(Special to THe FrnanciaL CHRONICLE) 
ANN ARBOR, MICH.—Arnold 
W. Loyd is now connected with 
Dean W. Titus & Co., State Sav- 
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The Outlook for Real Estate 


By C. ELLIO 


Professor of Real Estate, School of Commerce, Accounts and Finance. 
New York University 

Noting rapid increase in Federal Home Loan Banking System mort- 
gages, Professor Elliott predicts some will become “trouble mort- 
gages.” Says high prices and costs will not continue indefinitely 
and urges mortgage lenders to see that they are (1) protected 
against undue depreciation and obsolescence; (2) against unre- 
liability of borrower; and (3) against inadequate equity. Advises 
lending agencies to be cautious and keep liquid. 


A very good text for my talk, 
Estate” might be, “In the years of plenty prepare for the lean years,” 


or to state it 
differently — 
conservative 
mortgage 
lending poli- 
cies must be 
followed to- 
day if losses 
on home mort- 
gage invest- 
ments are to 
be avoided in 
the future. 

As you 
know, mem- 
bers of the 
Federal Home 
Loan Banking 
System in- 
vested $3,322,000,000 in mortgages 
in 1946. This was 90% more than 
in 1945 and in excess of the com- 
bined totals for the years~ 1939, 
1940, and 1941. 

Many of these mortgages were 
undoubtedly high percentage loans 
based on appraisals which were in- 
fluenced by high prices for homes 
and by high costs of construction. 
Almost all of these loans were at 
low interest rates and for long 
terms. Some of these mortgages 





Prof. C. Elliott Smith 





*An address by Professor Smith 
before Federal Home Loan Bank 
of Cincinnati, Cincinnati, Ohio, 
March 14, 1947. 
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today, on the “Outlook for Rea] 









will probably become trouble 
mortgages. 

If it were a certainty that prices 
for old homes and the cost of 
constructing new ones were going 
to hold at present levels, indefj- 
nitely, I would not be so con- 
cerned about the outlook for the 
future safety of the large amount 
of home mortgage loans made in 
1946 and the even larger amount 
that will probably be made in 
1947. 


High Prices and Costs Not to 
Continue 


At the present time, however, 
it does not seem likely that prices 
and costs are going to remain at 
present levels, indefinitely. As a 
matter of fact, there is evidence 
that the peak of prices for old 
homes have already been reached, 
and construction costs during 1947 
will probably decline slightly 
from the 1946 high. Now let us 
consider the outlook for home 
mortgage interest rates. 

My colleague at New York Uni- 
versity, Dr. Marcus Nadler, as far 
back as 1934, predicted that in- 
terest rates would reach new lows 
and that relatively low interest 
rates would probably continue for 
an indefinite period. His predic- 

(Continued on page 1531) 








Urge Congress to Repeal All Authority of the 
Treasury to Sell Securities Directly to FR Banks 


Following is text of a statement issued by Economists’ National 


Committee on Monetary Policy: 


“We, the undersigned, members of the Economists’ National 
Committee on Monetary Policy, urge Congress not to pass that por- 
tion of H.R. 2233 which authorizes the Federal Reserve banks to pur- 
chase government securities directly from the United States Treasury 





in an amount ‘held at any one > 


time’ up to $5,000,000,000. 

“Such authority, granted under 
the Second War Powers Act of 
March 27, 1942, was subject to a 
time limit which expires March 
31, 1947. The present bill, even 
though the war has ended, con- 
tains no time limit. (After the 
members of the Economists’ Na- 
tional Committee on Monetary 
Policy had recorded their judg- 
ment on H.R. 2233, the House 
Committee on Banking and Cur- 
rency, on March 10, reported out 
a bill H.R. 2413 which provides 
for the renewal of the requested 
authority for a period of three 
years. An identical bill, S. 828, 
was introduced in the Senate on 
the same day by Senator Tobey. 
It should be noticed, however, 
that the next to last paragraph of 
this signed statement says that 
‘even though the Treasury was 
granted such emergency power 
during the war, such authority 
now is clearly unnecessary and is 
unsound in. principle.—W. E. 
Spahr, Executive Vice-President. ) 

“The flotation of government 
securities should be tested in the 
market place unless some emer- 
gency arises which is so great 
that the government cannot wait 
for popular subscription and must 
resort to direct monetization of 
the Federal debt as an unfortu- 
nate feature of the emergency. 

“The requirement that the gov- 
ernment. in times of peace, go 
to the people in the open money 
markets for its berrowings is 
sound for the reason that the peo- 
ple are provided with one means 


(Continued on page 1563) 





Badenberger Heads Curb 
Quarter Century Club 


At the annual meeting of the 
New York Curb Exchange em- 
ployees’ Quarter Century Club 
held on March 17, Henry H. Ba- 
denberger, director of the Ex- 
change Department of Outside 
Supervision, was elected Presi- 
dent of the Club for the ensuing 
year. Mr. Badenberger, a membet 
of the Curb Exchange staff since 
June 27, 1921, replaces Charles E. 
McGowan, Secretary of the Ex- 
change, who headed the club since 
its formation in 1946. Louis Bur- 
gers, who has been in the employ 
of the Curb Exchange a like pe- 
riod and who is a supervisor of 
personnel on the trading floor, 
was elected Vice-President. Chris- 
topher Hengeveld, Jr., Treasurer 
of the. Exchange, was elected 
Secretary-Treasurer of the Club, 
succeeding Mr. Badenberger. Mr. 
Hengeveld joined the staff sev- 
eral months before the Curb 
moved indoors in June, 1921. Ray- 
mond Bailey, who completed 2° 
years of service on March 5, was 
welcomed as the first employee to 
join the original 13 charter mem-~- 
bers. 


Charles D. Lithgow Dead 
Charles D. Lithgow died at his 
home at the age of 75. Before his 
retirement in 1927 he was office 
manager for J. & W. Seligman 
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: THE TEXA 
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mort. 
AND SUBSIDIA ; : ; 
ws RY COMPANIES (Excluding European Subsidiaries) 
nite y 
STATEMENT OF CONSOLIDATED INC ‘COUN 
lected NCOME ACCOUNT STATEMENT OF 
te Gross OPERATING INCOME: . @ CONSOLIDATED EARNED SURPLUS ACCOUNT 
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ses Net sales $576,259,040.38 P 5 3 
Miscellaneous 10,278,170.29 $586,537.210.67 EARNED SURPLUS, December 31, 1945 ... $239,132,646.36 *: 
% &, “4, 
Or Real SURPLUS CREDITS * 
years.” ae Balance of reserve for contingencies arising Ps 
ee OPERATING CHARGES out of the war (see Nore 4) . $19,000 000.00 , ed 
trouble Costs, operating, selling and general ex- Reserve for possible loss on investments in “haw 
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s 8) preciation 31.142,392.20 £99,472 ,090.) ee 
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e Soing Depletion and leases surrendered 5,504,746.67 499,363,669.18 SURPLUS CHARGES ai 
indefj- Provision for increase in reserve for con- 
SO con- Income from operations ae $ 87,17 3,54 1 49 - tingencies (see Note 5) $18,000,000 00 
for the Unamortized bond discount and expense, 
al premium and incidental redemption ex- 
unt NON-OPERATING INC OME (NET): pense applicable to $40,000,000.00 
nade in Interest, dividend, patent and other income, principal amount of 3° Debentures, 
amount less miscellaneous charges of $846,655.15 8,095,507.91 due April 1, 1959, refunded in 1946, 
1ade in less reduction in Federal income taxes 
$ 95,269,049.40 resulting therefrom ............ 974,804.91 18.974.804.91 
Not to $244,457,841.45 
INTEREST CHARGES: NET PROFIT FOR THE YEAR ENDED Der- 
owever Interest and amortization of discount and CEMBER 31, 1946 ’a 71.089.267.17 
+ ori expense on funded debt $ 3,307.196.86 5313.307 onan 
p! ces Other interest charges 872.585.37 4,179,782.23 D ' 
nain at ¥ EDUCT—Dividends declared during 1946 ., 33.733.980.00 
Pa As a $ 91,089,267.17 EARNED SURPLUS, December 31, 1946 (see 
onan PROVISION FOR FEDERAL INCOME TAXES 20,000,000.00 mote 6) +s $281,813,128.62 
or old pen 
eached, 
ng ar NET PROFIT CARRIED TO EARNED SURPLUS ‘. STATEMENT OF 
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let a ve $ 71,089,267.17 CONSOLIDATED CAPITAL SURPLUS ACCOUNT 
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interest CURRENT -ASSETS: CURRENT LIABILITIES: ~ i eens 
nue for Cash (including $3,072,568.93 in foreign Construction advances payable to U. S. Gov- 
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: 3 
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This Week—Bank Stocks 


An interesting study entitled “New York: A Center of World 
Finance,” was recently published by the Institute of International 
Finance of New York University, under the direction of Dr. John T. 
Madden. It comprises a pamphlet of some 18 pages, with the fol- 
lewing topical headings: Introduction; Prerequisites of an Inter- 
national Financial Center; New York’s Position: A Historical Survey; 


The Postwar Picture; New York’s® 


Money-Market Institutions; New 
York’s Capital Market Institutions; 
Other Factors Favoring New York 
as a World Finance Center; New 
York’s Future. 


Students of bank stocks and 
serious minded investors in bank 
stocks, should read this brief study 
with care and thought. It could 
serve to restore or bolster their 
eenfidence in the future of New 
York’s commercial banks. 

Some of the significant factors 
cevered in the study are briefly 
called to the attention of the 
reader of this column in the en- 
suing paragraphs. 

The “Introduction” points out 
that a world financial center acts 
as a clearing house for interna- 
tional financial transactions on a 
large and varied scale; in a sense, 
it acts as a bank for the entire 
world; furthermore, it is a- world 
maarket place, and the seat of im- 
pertant securities and commodity 
exchanges. 

Some of the essential 
requisites” of such an 
tional center are: 

(1) A stable and sound currency 
system, backed by a large reserve 
ef gold, and so strong that it is 
freely convertible into gold or 
other foreign currencies on a gold 
basis. “This does not imply that 
the currency must be convertible 
imto gold for domestic purposes.” 

(2) Substantial and continued 
demand for and supply of funds 
im the national currency,. reflect- 
img extensive foreign trade, ship- 
ping and insurance services, lend- 
img abroad, foreign short term de- 
pesits, etc. 

(3) Existence of large banks of 
international reputation, with for- 
eign departments, foreign 
branches, foreign correspondents 
and representatives; principal of- 
fiee of nation’s central bank: 
agencies and branches of foreign 
financial institutions; supplemen- 
tary financial institutions such as: 
aeceptance and discount houses, 
foreign exchange dealers, invest- 


“Pre- 
interna- 





firms, investment institutions, 
stock and commodity exchanges, 
insurance companies. 


New York’s status as an inter- 
national financial center dates 
from about 1914, and the study 
cites the following factors as the 
chief reasons for its rapid growth: 


(a) Federal Reserve System 
established 1913; 

(b) World War I, which reduced 
importance of Paris and Berlin 
and even London; 

(c) Currency chaos and wide 
fluctuations of “pound sterling”; 

(d) United States becomes fore- 
most industrial nation; 

(e) Rapid growth of New York 
financial institutions; 

(f) Large amounts of gold ac- 
quired by United States; 

(g) Large accumulation of cap- 
ital and favorable balance of pay- 
ments. 

New York’s history as an inter- 
national center is divided. into the 
following periods, each marked by 
distinctive characteristics, as fol- 
lows: 1914-1921: inexperience, ex- 
pansion, speculation, ‘collapse of 
prices, depression and depreciation 
of currencies; 1922-1933: wide 
credit expansion, unsound eco- 
nomic policies, high tariffs, war 
reparations, interallied debts, 
losses, depression, abandonment of 
gold standard by Great Britain and 
United States; 1934-1941: revival 
of international trade, inflow of 
foreign capital and gold; lend- 
lease; 1942-1946: war, government- 
al transactions, deficit financing, 


and peace. 
In the chapter entitled “The 
Postwar Picture,” reference is 


made to Bretton Woods, the Ex- 
port-Import Bank, loans to Great 
Britain and France, etc., the re- 
vival of international finance and 
international trade, the increased 
activity of the foreign departments 
of New York banks, and “The 
stage is thus set for the resump- 
tion of international financial 
transactions on a large scale.” 
This poses the question of 
“whether New York has the pre- 
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requisites for becoming the lead- 
ing financial center of the world. 
To answer this question the study 
ithen proceeds to survey. “New 
| York’s Money-Market Institutions 


},and “New York’s Capital Market 


Institutions.” It discusses tbe 
Federal Reserve Bank of New 
York and summarizes its func- 
tions; it reviews the commercial 
banks, “backbone of any financial 
center,” and cites their total re- 
sources as of 6/29/46 as being 
$30.1 billion vs. $21.6 billion for 
London; points to their well- 
established foreign departments 
and correspondent relations and 
briefly outlines their principal in- 
ternational activities; it comments 
on the numerous foreign banking 
institutions and agencies in New 
York and describes their activities 
and functions, and finally .dis- 
cusses the various special institu- 
tions, such as discount. houses, 
dealers in government securities, 
etc. Following this, investment 
banking houses, brokerage houses, 
institutional investors, large cor- 
porations, and security markets, 
receive several paragraphs of at- 
tention, subsequent to which other 
favorable factors of a more gen- 
eral nature are cited, including the 
comment that “It should also be 
borne in mind that the economic 
importance of the Western Hemi- 
sphere has increased very ‘mate- 
rially, — — —.” 

The final chapter, entitled “New 
York’s Future,” closes with the 
following: “It may be concluded, 
therefore, that New York City has 
a promising future as an inter- 
national financial center. It pos- 
sesses the prerequisites for becom- 
ing the leading financial center of 
the world. Recent and prospective 
trends in international commerce 
and finance are favorable for the 
rapid development of New York 
in the years ahead.” 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

H, L. Buchanan & Co. will re- 
tire as a member of the New York 
Stock Exchange as of March 20th. 

Penn Harvey and Arthur Jan- 
sen will retire from partnership 
in W. E. Burnet & Co. on March 
3lst, Mr. Jansen becoming a part- 
ner in E. W. Clucas & Co. 


Florence A. McDonald _ will 
withdraw from partnership in Mc- 
Donald & Company on March 21st. 


Charles Plohn will retire from 
partnership in Newborg & Co. on 
March 3lst. 


Thos. Campbell Forms 
New Organization 


Thomas G. Campbell, Milton A. 
Prince, Philip J. Byrne and Dor- 
othy Jane Luck announce the 
formation of the firm of Thomas 
G. Campbell & Co., to act as 
brokers and dealers in general 
market securities. The new firm 
will maintain offices at 67 Wail 
Street, New York City. 
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Wall Street Inclined 


tion of the railways. 


Wall Street bankers and brokers 
with international connections or 
interests who have given some 
thought to British economic prob- 
lems. The $3,750,000,000 American 
loan and American intervention 
in the affairs of Greece and Tur- 
key, which many interpret as aid 
to England, are just the beginning 
of the sort of demands to be made 
upon us by the British, they say. 
Though Britain has made use of 
only something like $800,000,000 
so far of the $3,750,000,000 in 
credits made available to her here 
—and this mostly for food largely 
for the reason that the machinery 
she wants from American manu- 
facturers is not available yet— 
her financial plight is considered 
so desperate that it is pretty gen- 
erally conceded already that she 
will need from two to five billion 


{dollars more before she can really 


get back on her feet again. As 
one man put it, Congress would 
probably never consent to en- 
larging present credits by any- 
thing near these amounts and 
Britain will undoubtedly have to 
go to the World Bank for the 
funds. Another government loan 
to England, however, in his opin- 
ion, would be justified in that we 
would thereby be helping to build 
England as a bulwark against 
Russia, that is, to build the only 
country in Europe which can give 
Russia any opposition. 

American financial and military 
aid to such sections or outposts 
of the British Empire which Lon- 
don no longer feels it is able to 
or can afford to keep under its 
control or jurisdiction—such as 
Greece and Turkey—will also 
probably be increasingly sought 
by England, one bank officer feels. 
As fast as the British Empire 
shows any tendency to crack up, 
that is, America may be asked to 
bolster things up a little or actu- 
ally to pick up the pieces. In es- 
sence, this could mean that the 
United States might be called 
upon to take Australia and New 
Zealand also under its wing, he 
thinks. 

One broker warns that lending 
money to England could be like 
lending money to China. Unless 
we make sure that such financial 
help as we give to England will 
be used constructively and not for 
wasteful military adventures or 
non-productive purposes gener- 
ally, we may find that we are 
throwing money, as it were, into 
a well without any bottom, he 
says. This same broker, not as 
concerned apparently over Rus- 
sian imperialism as most others 
on the “street.” is of the opinion, 
too, that the United States should 
try to find some common basis for 
general agreement on all basic is- 
sues with Russia despite differ- 
ences in ideologies because, once 
the uncertainties of the European 
situation can be removed — and 
most uncertainties today stem out 
of conflicts with Russia, he holds 
—the chief obstacle to the full 
resumption and development of 
American commerce with the 
world will have been eliminated. 

Considerable criticism is being 
directed against what seem like the 
contradictory policies of the Brit- 
ish Government, policies which, 
for instance, advocate increased 
leisure and higher earnings for 
workers generally while at the 
same time the country is seeking 
to export goods to pay off its 





to Believe British Will 
Ask America for Additional Financial Aig 


Thought now is England will need another two to five billion dollars 
to get really back on her feet. View expressed that Britain may also 
want the U. S. to take Australia and New Zealand under its wing. 
Long-range view of British economic crisis is not pessimistic. One 
broker warns loans to England, unless granted for productive pur- 
pases, like ionding money to China. Another says apparent strength 
of London stock market due chiefly to shift of interest of investors 
from railroads to industrials concurrent with plans for nationaliza- 


_ England is not through asking the United States for aid of alt 
kinds to help get her out of the financial predicament in which she 
finds herself, according to some® 








heavy indebtedness to countries ' 


like Argentina, India and Aus- 
tralia. One critic says that Bevin 
may be a good miner but that it 
takes more than a miner’s vision 
of the world to guide the destinies 
of an empire. Many seem to feel 
that England has been and is stil} 
extremely wasteful of her re- 
sources. They seem to think, for 
instance, that she should demo- 
bilize many of her young men out 
of the army and navy and put 
them to work at some productive 
task in factory, mine or field in 
the home country instead. 

All opinion on England is not 
exactly bearish even if it isn’t 
uproariosly bullish at these points. 
Wall Street is inclined to take a 
rosier view of things British seen 
in long-range perspective. There 
is some feeling that the despera- 
tion of the hour has tended to- 
ward some exaggeration. This is 
felt despite the knowledge that in 
a country like India, for instance, 
British indebtedness just about 
cancels out British holdings there. 
After all, it is recognized that even 
appropriations for food alone need 
not necessarily be considered as 
non-productive. Besides, it is 
pointed out, since London has the 
loyalty of and some command 
over the affairs of most of Africa 
and Canada at least, the British 
Empire can’t be said to be ex- 
actly dead. Africa particularly is 
held out to be an undeveloped 
country full of economic promise. 
There are items on the asset 
side of the British ledger which 
shouldn’t be overlooked, it is felt. 

No one should be misled about 
British economic strength from 
the picture which the London 
stock market seems to be painting, 
one broker holds. If the London 
market seems strong relative to 
New York—seems stronger, that 
is, than conditions would warrant 
—it is only because investors in 
British railroads who, in the plans 
for nationalization of the rail- 
roads, can look forward only toe 
exchanging their securities for 
government bonds yielding a 
lower rate of interest, are shifting 
their interest from railroads to 
industrials, forcing a temporary 
rise in the average price for this 
group of securities. “Street” ru- 
mors to the effect that, in her 
desperation, England is liquidating 
her holdings of American securi- 
ties, is believed to be entirely un- 
founded, too. 





New Iseman Partnership 


Effective April 1st, Harold M. 
Iseman and Donald B. Iseman, 
members of the New York Stock 
Exchange, will form a new part- 
nership under the name of Isemam 
& Co. with offices at 60 Beaver 
Street, New York City. The for- 
mer partnership will be dissolved 
on March 3lst, 


Wm. Fisher Co. to Admit 


William Fisher & Co. 120 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, will admit William Fisher, 
Jr. to partnership in the ‘firm on 
April 4. 


Joins Amott, Baker & Co. 
(Special to THe FINANCIAL CHRONICLE) 
BOSTON, MASS.—William _S. 
Felton has become connected with 
Amott, Baker & Co., 30 State 
Street. “ 
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By PAUL 


Britain to Borrow More? 


EINZIG 


Dr. Einzig calls attention to Britain’s difficult international economic 
position in view of the increase of adverse trade balance and more 


rapid utilization of American loan 


than anticipated. Foresees need 


for further loans to Britain by 1948 and predicts Labor Government 


will have to borrow at higher rates 


and under more restrictive terms. 


One of the results of the wave of pessimism that has been brought 
about by the fuel crisis is the anticipation of the using up of the pro- 


ceeds of the ®- 





dollar loan 
within the 
next year or 
so. Although 
the trade fig- 
ures for Janu- 
ary are not 
unduly unfa- 
vorable, it was 
not until Feb- 











ruary that the 
crisis really 
developed, 
and it is nec- 
essary to ex- 

. pect a sharp 

Dr. Paul Einzig fall in exports 

for that month 
and subsequent months. At the 
same time there is bound to be 
an increase in essential imports, 
an increase which cannot be off- 
set to any considerable extent by 
cuts in unessential imports. 

The increase of the adverse 
trade balance in relation to hard 
currency countries would in itself 
materially accelerate the pace at 
which the proceeds of the loan 
are used up. In addition, from 
July 15 the British dollar reserve 
will be used up by any holder of 
sterling originating from current 
trade. In such circumstances the 
forecast that by the end of 1948 
the dollars wiil have been spent 
does not appear unduly pessimis- 
tic. Indeed many experts expect 
the loan proceeds to come to an 
end by the middle of next year. 

The question is, what will hap- 
pen then? When the loan was con- 
cluded it was expected to last till 
1950, and it appeared reasonable 
to assume that by then Britain’s 
foreign payments would be bal- 
anced. Nobody can seriously ex- 
pect, however, that equilibrium 
would be reached by next year. 
How, then, would the deficit be 
met? Through a reduction of the 
standard of living as a result of 
inevitable cuts in the import of 
necessities? Or through selling out 
Britain’s remaining foreign invest- 
ments? Or through a _ ruthless 
liquidation of gostly overseas com- 
mitments at the expense of the se- 
curity of the country? Or through 
selling out British industries to 
overseas investors? Or through 
more borrowing abroad? 


After the recent cuts in food 
rations there seems to be very lit- 
tle scope of economies in that di- 
rection. It is true, the British 
workman still receives more than 
the German workman. But any 
further reduction of rations would 
inevitably lead to a sharp fall in 
productive capacity, so that the 
ensuing decline of exports would 
outweigh the economy in imports. 
In spite of this, sheer necessity 
might force the government to 
resort to a curtailment of the im- 
port of primary necessities, irre- 
spective of whether it would be 
Possible to cover the deficiency 
through an increase of domestic 
agricultural production. 


Britain has just sold out one of 
its most valuable foreign invest- 
ments, the Argentine railroad 
stocks, in settlement of Argen- 
tina’s claim for sterling balances. 
Possibly this transaction will be 
followed by similar deals with 
other holders of sterling balances. 
By the time these balances are 
funded there will be relatively 
few valuable foreign assets to sell. 
It would be shortsighted to sell 
out Malaya rubber and Middle 
East oil investments, for the loss 
of the yield of these overseas as- 
sets would only increase the def- 
icit of the balanee of payments. 




















nancially not in a position to 
maintain all its overseas military 
and political commitments. Some 





quarters urge the government to| 


withdraw the occupation army 
from Germany and Austria, leav- 
ing it to the United States and 
Russia to share between them the 
British zone, and to abandon the 
Middle East. But if that is done, 
considerations of security would 
necessitate an increase of arms 
expenditure for home defense. 
which again would affect the trade 
balance. 


Is Britain to sell out the most 
valuable of its own industries to 
American and other buyers? There 
is a school of thought which is 
quite reconciled to the idea. But 
this again would only provide a 
temporary solution, as dividends 


payable abroad would swell the 
deficit. 

There remains the possibility of 
borrowing abroad. By 1948 inter- 
government loans at low interest 
rates will no longer be practicable. 
Britain would have to pay the full 
market price of any external loans. 
Nor would borrowing from the 
International Monetary Fund be 
very cheap. Even so, it might be- 
come necessary to resort to bor- 
rowing. Should the facilities of 
the Fund be exhausted, private 
lenders would be in a position to 
dictate their terms, not only in 


the form of high interest rates and 





security, but also in the form of 





insisting that the Labor Govern- 
ment should abstain from further 
nationalizations and should em- 
bark on a policy of deflation. The 
Labor Government would then 
have to choose between accepting 
such terms or incurring unpopu- 
larity through a reduction of the 
standard of living in the absence 
of foreign loans. 


Three with Marshall Adrian 


DENVER, COLO.—Charles B. 
Case, John W. Clayton, and Vin- 
cent K. Koch have been added to 
the staff of The Marshall Adrian 
Co., Colorado Building. 











It is realized in London that. in 
existing conditions Britain is fi- 



























Se oD had POX RKO A Bd 


Lhe Company agrees... 


EFORE the New York Stock Exchange 
B admits the securities of any company 
to its trading list, that company enters into a 
number of agreements with the Exchange, 
all in the interest of the investing public. 

Of these many agreements, the most im- 


portant of all is this: The company agrees to 


a 





disclose, at regular intervals, the basic facts 





about its operations and financial condition. 





Because of this agreement, investors have 


access to a wealth of essential 


As a result, it is possible to make facts the 
sole basis of investment decisions, so far 


as securities listed on the New York Stock 


Exchange are concerned. 


Understandably, this Exchange cannot 
eliminate the risks which accompany owner- 
ship of securities — risks inevitable in the 
possession of any form of property. But its 


listing agreements do provide tor disclosure 


information. 





of facts necessary to good 


investment 





judgment. 


The wise investor seeks these facts...in 
the reports of listed companies... on the 
financial pages of the newspapers...at the 


offices of Member Firms of this Exchange. 


NEw YORK 
STOCK EXCHANGE 
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Even the perennial and unreasoning pessimists towards all rez:l- 


roads and railroad securities will, tal 
there are elements of investment strength in Union Pacific. 


when pressed, reluctantly admit 
Never- 


theless, the stock sold down to a new low for the year last week, 47'2 
points below the peak reached in 1946. At recent levels the stock has 
been selling 11 points above the low it hit in the break last fall. At 


this level it affords a return of¢ 


very close to 5% from a dividend 
that is particularly well protected 
by earnings. It is difficult to jus- 
tify a market psychology that 
would so cautiously appraise one 
of our highest investment quality 
rail equities. 

The present Union Pacific came 
into being just before the last 
century and has paid a divi- 
dend on its common stock in every 
year since 1900. The present rate 
of $6 a share was established in 
1933 following 27 years of annual 
distributions ranging between $8 
and $12. The standard rate during 
that interval was $10 a share, 
which was paid in 21 of the 27 
years. In four years of the 1906- 
1932 period dividends were cut 
to $8 a share; in 1917 the payment 
was $11.50 and in 1914 it was $12. 
Certainly no one can entertain 
serious doubts as to maintenance 
of the present $6 rate, while many 
analysts lean to the opinion that 
once the heavy July 1, 1947 ma- 
turity is out of the way there is a 
good possibility of adoption of a 
more liberal dividend policy. 


Perhaps the best measure of the 
underlying investment regard in 
which Union Pacific is held is to 
be found in its success last year in 
replacing all of its direct long- 
term debt ($44,717,000 of deben- 
tures and $81,602,000 refundings) 
with 2%% and 2%%2% coupons. 
Also in the period June 1, 1946- 
Jan. 1, 1947, inclusive, the com- 
pany paid off in cash $52,205,500 
of maturing system mortgage 
bonds. On July 1 this year the 
$100,000,000 of Ist 4s fall due and 
it is generally expected that these 
too will be paid off from treasury 
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funds. As of the end of last year 
net working capital amounted to 
$199,302,000.. Such a step will 
leave only $180,845,000 of non- 
equipment system debt outstand- 
ing, represented by the debentures 
and refunding mortgage men- 
tioned above and $54,750,000 of 
Oregon - Washington Railroad & 
Navigation refunding 3s, 1960. 
Average interest rate of 2.75% on 
non-equipment debt will be by 
far the lowest for any major rail- 
road in the country. Stock capital- 
ization is represented by 995,431 
shares of $4 preferred and 2,222,- 
910 shares of common, 


Granting retirement of the Ist 
4s on July 1, the total of fixed 
charges and annual dividend re- 
quirements on the preferred stock 
will be indicated below $9,800,000. 
In comparison, net income from 
oil and gas operations alone in 
1945 amounted to $6,172,237 and 
was probably moderately. larger 
last year. So far oil and gas profits 
have come mostly from the com- 
pany’s holdings in the prolific 
Wilmington field. Union Pacific 
also holds approximately 3,500 
acres in the heart of the Rangely 
field in Colorado where develop- 
ment has been little more than 
started. Big things are expected 
from these holdings. It does not 
seem unreasonable to expect that 
in the not too distant future net 
from oil and gas operations will 
equal, if not top, the system’s en- 
tire fixed charges and preferred 
dividend requirements. : 


Aside from its oil and gas op- 
erations Union Pacific regularly 
receives substantial non-operating 
income represented by interest 
and dividends on securities held. 
In recent years this outside income 
has been running between $15,- 
000,000 and $17,000,000 a year with 
a low of roundly $12,000,000 dur- 
ing the last ten years. In addition 
to the highly favorable outside 
influences, the Union Pacific sys- 
tem is consistently a high earning 
property. Even in the recession 
year 1938 net operating income 
before Federal income taxes ran 
better than $22,000,000. It has 
been running many times that fig- 
ure in recent years and will al- 
most certainly continue well above 
it for many years to come. All in 
all, it is dificult to visualize earn- 
ings of under $15.00 a share on the 
stock over the visible future with 
a possibility that they may reach 
as high as $20.00. 


C. F. Childs & Company 
Elects Officers 


At their annual meeting in Chi- 
cago on March 10, the directors 
of C. F. Childs and Company, 141 
West Jackson Boulevard, Chicago, 
and 1 Wall Street, New York City, 
government security dealers, 
elected Harry Abplanalp, E. N. 
Carson, T. F. Cantwell, Edward F. 
Hughes and Robert Van Cleave as 
assistant vice presidents. All are 
in the firm’s New York office. 
Also, Miss M. E. Willich, of the 
Chicago office, was named assist- 
ant secretary. 


Twin City Bond Club 
To Hold Annual Picnic 


ST. PAUL, MINN.—The Twin 
City Bond Club will hold its an- 
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nual picnic on June 12th at the 
White Bear Yacht Club, just out- 
side of St. Paul. Wallace K. Fisk 
of Irving J. Rice & Co., St. Paul, 





is Secretary-Treasurer of the Club, 


before long. The dollar diplomats 
may find Export-Import Bank 
vaults harder to crack. 

Senate and House Republi- 
cans remain incapable of har- 
monizing on tax reduction. Out- 
come of this discord can’t be 
predicted but certain  inter- 
mediate phases can be pro- 
jected: (1) House Ways and 
Means Committee will OK what 
approximates a 20% cut on in- 
dividual incomes; (2) House 
majority will concur, transmit 
the bill to the Senate: (3) Sen- 
ate will refashion the House 
measure so extensively as to 
toss the whole dispute into con- 
ference between the two legis- 
lative bodies. Then look out for 
trouble. The House has had 
about enough of letting biz 
brother carry the ball and claim 
the bows. 


Federal Reserve Board should 
prepare for rebuffs from Congress 
on at least ‘two of the Board’s 
expansion maneuvers: (1) its plea 
for boss powers over bank hold- 
ing companies, (2) its grab for 
small business credit aids now 
held by RFC. Senate Banking 
Committee, Chairman Tobey is 
dangling the Board’s bids before 
Congress, but the lawmakers can't | 
be charmed. 


Rent control will be con- | 
tinued through most of this | 
year, possibly into 1948 — and | 
without any legislative rate in- | 
creases for landlords. Rentals | 
will be increased or held fast, | 
case by case, through field | 
police of the agency which in- | 
herits this OPA function. OPA 
itself may fold up within a 
fortnight, with administration 
of the rent law passing to Com- 
merce Department or some new 
agency. 


I ae 


Federal controls over commer- 
cial and industrial construction 
are to be continued despite con- 
gressional mandate dismantling 
the Civilian Production Adminis- | 
tration not later than March 31. 
Housing Expeditor Creedon will 
hire part of the CPA staff as field 
agents, will extend non-housing | 
restrictions until late this year. | 
But lifting the weekly maximum 
on commercial and industrial con- 


000,000 within the next week or) 
10 days looks likely. 


National banks will not be 
granted authorization to broaden 
lending on frozen foods. Exist- | 
ing law permits loans under | 
certain circumstances in excess | 
of the prohibition that national | 
banks shall not lend more than 
10% of their capital to a single | 
individual or firm. The Comp- 
troller of Currency has ruled 
that frozen foods cannot qualify 
for this exception. 


at 


Congress is to look with dis- | 
favor at Federal Trade Commis- | 
sion’s latest conclusion that big- 
ness in industry shou'd be viewed | 
ipso facto as a national threat, 





ness today than continued growth 
of the conglomerate corporation,” 
has requested power to curb such 
growth even though it be not in 
contravention of existing anti-| 
trust statutes. Congress will say | 


Trust busters in the Justice | 
Department and efonomic | 
quacks in the Federal Trade | 
Commission who want more | 
money to protect little business | 
from big operators are out of 
luck. They can’t explain away 
Commerce Department and 
Federal Reserve Board findings 





that the little fellows are pretty 
healthy today and better off | 


without any new horse doctor 


Washington And You 


(Continued from page 1513) 


doses. Congress won’t increase, 
may even decrease, funds for 
wet nursing sma'l enterprise. 


Commercial air lines need not 
fret over talk of an all-American 
flag line to operate in interna- 
tional air transportation. 
gress won’t authorize such a deal 
nor will civil air officials. The one 
big carrier lobbying in that direc- 


tion faces failure. 


Sugar rationing is to be given 
statutory continuation. for 
another 12 months but may be 


dropped iate this year. Ration- 7 


ing wili pass’ from the expiring 
OPA to the Department of 
Agriculture in April. The De- 
partment doesn’t want the job, 
will carry it forward until win- 
ter, then likely call it off, re- 
taining only inventery restric- 
tions. The transition from OPA 
to Agriculture Depariment may 
mean complications to indus- 
trial consumers but won’t be 
noticed much by housewives. 


Farmers may emerge from 1947 
with a cash income about equiv- 
alent to their 1946 take. Such cash 
receipts this year have been run- 
ning about 25% ahead of early 
1946 months, Farm price declines 
next Fal are anticipated by Agri- 
culture Department chartmen to a 
degree that will just about offset 
current gains. Thus discounted is 
talk of an early recession insofar 
as farm price tags are involved. 


Suspension of the 4-cent 
copper excise tax will be voted 
by the Senate without delay. 
Two-year suspension, OK’d by 
the House last week, will get 
Senate Finance Committee en- 
dorsement' shortly. Senators 
from western copper states will 
(1) agree the supply crisis 
justifies some suspension, (2) 
will urge one instead of two- 
year abeyance, (3) will prob- 
ably fail to snatch this conces- 
sion. Real fact is that some ob- 
servers doubt the suspension 
will bring speedy correction in 
the supply deficit. 


Take it from Ohio’s Republican 


ing Committee member, aired this 


heard a parade of statisticians 
testify on sugar rationing and 
price control. To the amusement 
of colleagues he added the follow- 
ing ditty: 
“As the statistician thinks 
So the bill clinks.” 


House Ways and Means com- 
mitteemen who will open hear- 
ings Monday on the reciprocal 
trade program well know 
there’s no possibility of ltegisla- 
tion this year. Rather their ob- 
jective is to (1) keep tariff 
reduction debate alive until the 
reciprocal trade law expires 
June 30, next year, and (2) ac- 


Con- j 


cumulate arguments against ex- 
tending this statute. As an aside. 
it may be chronicled that jy 
President Truman’s resolutioy 
to protect the world from Com- 
munism and economic distress 
they see the perpetuation of 
free trade. 





The Federal Reserve Board’: 
Regulation W is slated for addi- 
| tional modification but won’t be 
/put to sleep with legislative 
{knockout drops. Bills killing this 
regulation are dropping into con- 
gressional hoppers but will be in- 
terred in committees. W’s restric- 
tions on automobile buying can’t 
jlast much longer; otherwise the 
| regulation will: survive. 


Rebuffed- by the House; the 
rubber industry has shifted to 
the Senate its fight for con- 
tinued Government rubber buy - 
ing. Senate acquiescence looks 
doubtful. Final legislation can 
be expected to drop Federal 
purchases but continue alloca- 
tion controls. 


In thinking about labor legis- 
lation, remember the closed shop 
and industry-wide bargaining 
were originated by industry, not 
by the New Deal. The New Deal 
merely encouraged these prac- 
tices. Now a good many Congress- 
men are coming around to the 
conclusion that it might be better 
for government to discourage 
rather than outlaw them. Dis- 
couragement could be in the form 
of a law withdrawing benefits of 
the Wagner Labor Relations Act 
under certain defined .circum- 
stances. Development of this 
theory will bear watching. 


Cashier’s Section Is 
Thirty Years Old 


The Cashier’s Section of the 
Association of Stock Exchange 
Firms, members of which are 420 
cashiers of Stock Exchange, Curb 
Exchange and over-the-counter 
firms, as well as banks, celebrated 
its thirtieth anniversary at a 
luncheon in the Downtown Ath- 
letic Club. Leslie Schoenhart, of 
Mabon & Co., president of the 
Section, presided. John A. Cole- 
man, Chairman of the Board of 








Representative Frederick C.! the New York Stock Exchange, 
Smith, statistics can be made to) 


struction from $50,000,000 to $75.,- | peyve anything. Dr. Smith, Bank- | 


and Edward C. Werle, Curb Ex- 
change Chairman, spoke briefly, 


|philosophy after his group had complimenting the Section on the 


_work which it has accomplished in 
improving the efficiency of Wall 
|Street’s mechanical operations. 
Present also were Francis Adams 
Truslow, President of the New 
York Curb Exchange, and Fred C. 
| Moffatt, President of the New 
York Curb Exchange Clearing 
| Corporation. 

Ambrose Verlin, past president, 
_presented a gold watch to Edward 
| C. Gray, first vice-president of the 
|New York Stock Exchange, as 2 
| measure of the Section’s appre- 
pone of his active cooperation. 





few greater dando te smut Questions Truman’s Policy to Prevent Spread 


Of Communism 


Rev. Dr. Ralph W. Sockman lauds relief for Greece, but criticizes 


its use as part of military mission. 
The Rev. Dr. Ralph W. Sockman, pastor of Christ Church, Metho- 


tioned whether the United States 
possessed the power and resources 
of bearing the burdens of both 


victors and vanquished. Dr. Sock- | 


man expressed concern over Pres- 
ident Truman’s method of at- 
tempting to halt Communism in 
Greece and Turkey. 


“The sending of relief to Greece 
is both good Christianity and wise 
strategy,” he said. “But when we 
make this a part of a military 


no. | dist, Park Avenue and Sixtieth Street, New York City, stated in @ 
° . * | sermon on March 15 that he ques-¢ 








mission, we give the impression 
of being more concerned with 
fencing than with feeding. ... 


“We are now the home of the 
United Nations. In its success lies 
the hope of world peace. No one 
nation, however strong, can police 
the world. We must beware lest 
we give lip service to the United 
Nations and then bypass it by 
|returning to the old, outworn 





‘theory of balance of powers.” 
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Scores Tobey Bill 


Walter B. French of ABA says measure giving Federal Reserve 
Banks power to guarantee commereial loans would put government 
in banking business and would adversely affect our dual banking 


system. 


The guaranty of bank loans by the 12 Federal Reserve Banks as 
provided for in the Tobey Bill now pending before Congress was 


likened to the 
guaranty of 
loans by the 
government 
itself and 
characterized 
as a threat to 
the existence 
of the dualsys- 
tem of bank- 
ing, by Walter 
B. French, 
Deputy Man- 
ager of the 
American 
Bankers Asso- 
ciation, in an 
address bah 
> on Mare 
brit the Missouri Bankers 
Conference being held at Colum- 
bia. Mo., by the Missouri Bankers 
Association. Mr. French pointed 
out that under the provisions of 
the bill the regulations governing 
the Reserve Banks in guarantee- 
ing the loans of commercial banks 
would be promulgated by the po- 
litically appointed Federal Re- 
serve Board. ‘a 
“The Federal Reserve Board is 
closely related to the govern- 
ment,” he declared. “It is oul 
opinion that government should 
not engage directly or indirectly 
in the field of private credit,” he 
added. 
Mr. French indicated that this 
power in the hands of the Federal 
Reserve Board could have an ad- 
verse effect on the dual system 
of banking. “Under the arrange- 
ment, the Federal Reserve Board 
could wield undue influence on 
banks that are not members of the 
Federal Reserve System, he 
stated. “The dual system of bank- 
ing which we have in this coun- 
try and which we consider to be 
so desirable has more than once 
been under attack by the present 
chairman of the Federal Reserve 
Board,” he declared. i 
Describing the bill, Mr. Frencn 
said, “It would permit the Fed- 
éral Reserve Banks, under regu- 
lations to be issued by the Fed- 
eral Reserve Board, to guarantee 
loans made by private credit in- 
stitutions such as banks up to 90% 
per loan and on loans with ma- 
turities as long as ten years. 
- “The argument is advanced that 
the Federal Reserve Banks are 
owned by the commercial banks 
themselves and not by the gov- 
ernment. We would point out, 
however, that while under this 
proposed plan the twelve Reserve 
Banks will give their guaranties, 
these guaranties will be given tn- 
der regulations issued by the Fed- 
eral Reserve Board in Washing- 
ton. This Federal] Reserve Board 
is closely related to the govern- 


ment.” . 
“Mr. French warned that a 
guaranty system like the one pro- 


posed would take the risk out of 
Jending and lead to the making 
of unsound loans and add to tne 
existing inflationary pressures. 

“In an economy that is already 
inflated, this proposal would en- 
courage loose lending and further 
inflate the economy,” he said. “It 
would lead to the making of un- 
sound loans in some quarters. In 
our opinion, an unsound loan is 
not only bad for the borrower but 
unfair to the borrower's compe- 
tition.” 

Mr. French stated that the cen- 
tral bank should be a central 
wank and “should not be an in- 
stitution lending to its members 
<customers, however indirectly. 





Walter B. French 


s- 





ity belong w:th the lending bank,” 
he asserted. “If the loan is good, 
the commercial bank should make 
it. If the risk appears too great, it 
should not be passed on to some 
insurance fund. If only hazardous 
loans are insured, the fund would 
soo. suffer heavy losses. 


“The argument is made that the 
principal purpose of this guaranty 
fund is to provide a way for the 
smaller business man to secure 
Federal capital,” he continued. 
“We are interested in small busi- 
ness too,” he said. “The Small 
Business Credit Commission of | 
the American Bankers Association 
is interested primarily in small 
business. We want to see the smal] | 
business man prosper. We realize | 
that under our system of private | 
enterprise many small businesses 
are needed. We make the point, 
however, that there are hundreds 
of thousands of successful small 
businesses today, all of which 
were obliged to raise the:r own 
venture capital either through 
savings of their own or through 
convincing investors that they 
had the ability to manage a bus!- 
ress well and therefore to make 
money. Is it fair to suddenly offer 





to these business people the com- 


pet.tion of new enterprises started rate for 1940 and a third less than 
for 1943, he added. 


through access to comparatively 
easy credit? In many cases this 
new competition may be poorly 
managed and may tend to destroy 


the established small businesses | 
and the new businesses them- 
selves.” 

Mr. French ascribed the diffi- 
culties of small business men in 
raising venture capital to the ef- 
fec. of high taxes. “Access to ven- 
ture capital has been made diffi- 
cult for the small business man 
by taxes,” he-said: “There is lit- 
tle incentive for any one to in- 
vest in small business. If he is a 





small bus:ness man is to give him | 
tax relief, not access to guaran- | 
teed credit, credit that will not | 
help him much even if he gets it.” 

Even with the acknowledged | 
difficulty in raising capital be-| 
cause of taxes, the speaker stated | 
that the United States Department 
of Commerce statistics show that 
365,000 business enterprises were 
established in the firsi six months | 
of 1946 and that the figure for | 
the full year will be somewhere 
around 700,000. Most of these new 
businesses are small proprietor- 
ships or partnerships. More than 
85% have three employees or less. 
The 1946 growth was twice that 
of 1940, and five times that of 
1943, according to the Department 
of Commerce. The mortality for 
the same year (1946) will be 
about 178,000, or less than half the 





year on the momentum of a war- 
time rising economy,” 
markets for everybody including | “Scon will come the period when 
management will be tested. How 
many can survive?” he asked. 


David A. Noyes & Co. 
To Admit Murin, Alm 


Noyes & Co., 208 South La Salle 
Street, members of the New York 
and Chicago 
poor business man, he fails and| and other exchanges, will admit 
goes through bankruptcy. If he is| John Murin and Walter C. Alm 
a good business man and makes/|'© partnership in : 
money, his profits are taxed away | APril 1. Both have been with the 
from him. The way to help the| tirm for some time. 


“Small business prospered last 


he stated. 





CHICAGO, ILL.—David A. 
Stock Exchanges 


the firm on 








E. W. Clucas & Co. to 
Admii Arthur Jansen 


E. W. Clucas & Company, 70 
Pine Street, New York City, 
members of the New York Stock 
Exchange, will admit Arthur Jan- 
sen to partnership on April 1. Mr. 
Jansen was formerly a partner in 





W. E. Burnet & Co. 
- EE 


& R. France in 


Colorado Springs 

COLORADO SPRINGS, COLO. 
—Jesse Raymond France is en- 
gaging in a securities business 
from offices at 315 East Platte 
Avenue, 


Coles Elected Sec. of | 
Harriman Ripley Co. 


The Board of Directors of Har- 
riman Ripley & Co., Incorporated 
announced the election of Harry 
C. Coles, Jr., 
as Secretary 
to succeed 
Willet C. 
Roper who 
will continue 
with the Com- 
pany as a Di- 
rector. 

Mr. Coles, 
formerly an 
Assistant Sec- 
retary of the 
Company, is a 
graduate of 
Yale College 
and Yale Law 
School. He en- 
tered govern- 
ment service on graduation from 
Law School in 1934, first serving 





Harry C, Coles, Jr. 


| with the National Recovery Ad- 


ministration and later with the 
Rural Electrification Administra=- 
tion. In May, 1938, he joined the 
staff of the Securities and Ex- 
change Commission. He left the 
Commission in 1942 to enter the 
United States Naval Reserve, 


from which he was released early 
last year with the rank of Lieu- 
tenant Commander. He _ joined 
Harriman Ripley & Co., Incorpo= 
rated, in April, 1946. 

Alfred S. Kissack, director of 
personnel since March, 1945, was 





elected an Assistant Secretary. 











This announcement 


GOLDMAN, SACHS 





March 19, 1947. 


BLYTH & CO., INC. 


LAZARD FRERES & CO. 


WHITE, WELD & CO. 
LEE HIGGINSON CORPORATION 


is neither an offer to sell nor a solicitation of an offer to buy any of these Bonds, 


The offer is made only by the Prospectus, 


$100,0 


Dated March 1, 1947 


Interest payable arch 1 and September 1 in New York, NV. Y. 


00,000 


Consolidated Edison Company of New York, Inc. 
First and Refunding Mortgage Bonds, 234% Series A 


Due March 1, 1982 





Price 102.85% and Accrued Interest 





Copies of the Prospectus may be obtained from only such of the undersigned as may legally offer 
these Bonds in compliance with the seeurities baws of the respective States. 


MORGAN STANLEY & CO. 


EASTMAN, DILLON & 


& CO. HARRIMAN R 


CO. 
IPLEY & CO. 


Incorporated 


STONE & WEBSTER SECURITIES CORPORATION 


CLARK, 


SALOMON BROS. & HUTZLER 


F. S. MOSELEY & CO. 


DODGE & CO. 


THE FIRST BOSTON CORPORATION 
KIDDER, PEABODY & CO. 

SMITH, BARNEY & CO. 
UNION SECURITIES CORPORATION 


R. W. PRESSPRICH & CO, 


DREXEL & CO. 
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By HENRY HUNT 


Two “Loads” Up, One Down 


— In recent weeks threc of the leading Mutual Fund Sponsors have 
revised the “loads” or selling charges on their shares, each however 
ending.up with the same figure of 742%, excepting on large pur- 
chases. Boston’s M. L. T., the kingpin of the business in point of size, 
increased its load from 7 to 742%, and its dealer commission from 
4% to 5%. Incorporated Investors, another large Boston outfit, took 
identical action. On the other 
hand, Distributors Group of New 
York reduced its selling charge 
from 8% to 742%, and cut dealers 
from 6% to 5%. 


Keystone Can Sell 


The semi-annual report on Key- 
stone’s Series S-4, comprised 
largely of low-priced speculative 
common stocks, reveals the inter- 
esting fact that during the declin- 
ing markets of August ’46 through 
January °’47, outstanding shares of 
this Series rose from 2,875,000 to 
3,929,000, an increase of 36%. Dur- 
ing the same six months the price 
i | of this Series declined more than 
25%. It takes a real dealer or- 
ganization backed up by good 
sales promotion to place an equity 
of this type during such a period. 


“National” Sales Doing Well 


Average net sales during Janu- 
ary and February of National Se- 
curities Series, sponsored by the 
National Securities & Research 
Corporation, ran 46% ahead of 
the second half of last year and 
approximated the monthly aver- 
age for the full year 1946. Six of 
the ten National Funds are de- 
signed for income, and its spon- 
sors find that investors today are 
more receptive to such offerings 
than so-called “appreciation- 
type” securities. National has had 
considerably success with sales of 
its “monthly income programs” 
consisting of several combinations 
of three National Securities Series 
which distribute twelve income 
checks a year. 


Hugh W. Leng Points With Pride 


In a folder entitled, “What Is 
Management Worth to You?” 
Hugh W. Long points with pride 
to the performance record of 
Fundamental Investors. The folder 
says in part: “Six years ago, at 
the invitation of an investment 
firm, we took part in a conference 
with the managers of a large es- 
tate which had $500,000 to invest 
in common stocks. We recom- 
mended Fundamental Investors, 
Inc. However, the estate man- 
agers were unwilling to pay the 
distribution cost and annual cor- 
porate expenses which make in- 
vestment company operation pos- 
sible. They bought—after consul- 
tation with a large Eastern bank 
well known for its research facil- 
ities—a list of twenty “Blue Chip” 
common _ stocks of companies 
which are leaders of industry. As 
a group purchase for permanent 
holding, the list could scarcely 
have been improved upon. But 
better-than-average results from 
common stock investments are not 
achieved by “putting them away 
and forgetting them.” In the six 








AUTOMOBILE 
SHARES 


Group SECURITIES, INC. 





A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 
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yout investment dealer, or from _ 
NATIONAL SECURITIES & 
RESEARCH CORPORATION 
420 BROADWAY, NEW YORK 5, N. Y. 
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Prospectus from your Investment Dealer or 


HUGH W. LONG & CO. 


INCORPORATED 


48 WALL STREET, NEW YORK 5, N.Y 
(OS ANGRES CHICAGO 
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: Custodian 
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Prospectus may be obtained 


SELECTED 
AMERICAN 








from your local investment dealer or 








from authorized dealers, or 
SELECTED INVESTMENTS COMPANY 
135 South La Salle Street 
CHICAGO 3, ILLINOIS 


2 The Keystone Company 
of Boston 


‘ 50 Congress Street, Boston 9, Mass. 


























years from Jan. 1, 1941 to Dec. 31, 
1946, the market value of the 
$500,000 “Blue Chip” portfolio ad- 
vanced to $635,987. In the same 
period an equivalent investment 
in Fundamental Investors would 
have grown so that, after all costs, 
the shares could have been sold 
for $839,909.” 


Ed. Note: Hugh W. Long spon- 
sors the distribution of shares of 
Fundamental Investors while its 
portfolio is supervised by Inves- 
tors Management Co., Inc. 


Notes 


Arthur Wiesenberger’s 1947 
Edition of “Investment Compa- 
nies” is now available, at $10 a 
copy prior to April 1— $12.50 
thereafter. 


Net assets of Hugh Long’s Man- 
hattan Bond Fund equaled $25,- 
369,000 on March 1. 


Selected American Shares, Inc., 
with assets of $15,415,000 has is- 
sued a bulletin showing dollar di- 
versification of a $10,000 invest- 
ment in its shares. 


As of March 6, Wellington 
Fund’s assets were divided ap- 
proximately as follows: 


Common stocks and equity 

type bonds & preferreds 4914% 
Investment bonds & pfds.._ 20% 
Cash & governments-____-_ 30%% 


SE, in iat a 100% 


Hare’s Ltd. has a new folder on 
Aviation Group Shares. 


Distributors Group has a new 
folder describing its Railroad 
Bond Shares entitled: “How to 
Get 44%% Income From Bonds.” 


B. Newton Barber With 
W. H. Newbold’s Son 


PHILADELPHIA, PA.—W. H. 
Newbold’s Son & Co., 1517 Lo- 
cust Street, 
members of 
the New York 
and Philadel- 
phia stock ex- 
changes, an- 
nounces the 
app ointment 
of B. Newton 
Barber as 
manager of 
the firm’s mu- 
nicipal de- 
partment. Mr. 
Barber form- 
erly was co- 
manager of 
the municipal 
department of 
the Philadelphia office of E. H. 
Rollins & Sons, Incorporated. 








B. Newton Barber 








Watling Lerchen Co. Opens 


New Branch in Pontiac 
PONTIAC, MICH.—The invest- 
ment firm of Watling, Lerchen & 
Co., members of the New York 
and Detroit Stock Exchanges, an- 
nounces the opening this week of 
a fully equipped brokerage of- 


fice in the Pontiac State Bank 
Building. Richard M. Patterson 
and C. Henry Purdy will be in 
charge of the branch, 


PUTNAM 


FUND 
of Boston 


Prospectus upon request 


Putnam Fund Distributors, Inc. 
50 State St., Boston 
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“General Questionnaire’ 


Further Condemned 


(Continued from page 1511) 

In one place Mr. Kernan hit the mark and assumed the 
stature which should govern his important position. Towards 
the close of his letter to Mr. Goldstein, he asks “what pur- 
pose can be achieved by requiring dealers to file an earnings 
statement and list of customers except possibly in cases in 
which a suspicion of fraud exists based on other evidence.” 


Modify the above statement only slightly and you have 
our opinion of the governing law. Since there was no fraud 
or suspicion of fraud the Martin Act gave no power or right 
to circulate the general questionnaire. 

Upstate NASD member recipients of this questionnaire 
should have been sheltered by a more determined and less 
yielding attitude on the part of Mr. Kernan. as 

Servility need expect small concession from officialdom 
reaching out for power. 

We further examine Mr. Goldstein’s response to Mr. 
Kernan. 

“Thank you for your letter of March 3, 1947, requesting 
information with regard to the questionnaire circulated by 
me amongst upstate over-the-counter dealers.” 

That is the opening sentence. It sounds innocent enough. 
It’s just an editorial “thank you.” What can possibly be 
wrong with that? Plenty. 

Let us examine it. 


First it makes plain that a territorial limit has been 
selected “upstate.” That’s bad enough. Why the upstaters? 
Are they a class suspected of fraud or have they been 
charged with fraud? Remember the Martin Act to which the 
Attorney General traces his power deals with the subject 
of fraud. Mr. Goldstein quotes part of Section 352 as per- 
mitting his instant activity but he deftly omits the modify- 
ing, defining and limiting part of that section which, in our 
opinion, makes it clear that only when a fraud has been, 
or may be committed, can he invoke his functions under 
this statute. 

Does he, dare he, charge that upstaters as a group have 
either committed frauds, or are under suspicion? 

The other part of that opening sentence lets the cat out 
of the bag. The questionnaire was addressed to ‘over-the- 
counter dealers.” 

Please, Mr. Goldstein, point out where you got your 
roving commission and direction to explore the over-the- 
counter market? 

Is there a single phrase in the Martin Act which per- 
mits it? 

Don’t you know that even so powerful a regulatory body 
as the SEC, whose mandate is clear in a field where you have 
no functions in the absence of fraud, found it necessary to 
have the Maloney Act passed so that through the NASD, 


it might more effectively regulate the over-the-counter 
market? 


Do you really believe that your functions in relation to 


that market bear any similarity to the combined purposes of 
the SEC and the NASD? 


If you do, where in your bible, the Martin Act, are those 
functions defined? 


You claim to be charged with a “similar responsibility.” 
Where? 

There is now pending in your State Legislature what 
has been referred to as a “Miniature SEC Act.” If you al- 
ready have “similar responsibilities” what is the need for 
that Act? 


Plainly the securities industry has plenty to confound 
it. This reaching out, this usurpation of regulatory power 
forebodes no good. As the national regulatory agency prom- 
ises a rule of reason, New York enters the field of official 


inquisition. 

Mr. Goldstein assures us the information he seeks is 
“confidential.” Forgetting for a moment that he seeks it 
without warrant in law, we ask in the vernacular: “Is he 
kidding’” True, Section 352 of the General Business ‘Law 
says so. However, he knows that such information is con- 
stantly being exchanged by official and regulatory bodies. 
The danger of leaks is imminent. : 

As to upstaters. What to do? 

Clearly this invasion must not go unchallenged. The 
danger of quiescence must be evident. Encouraged by de- 
faults ingenious officialdom is capable of further outrages. 
This possibility must he stopped. 

TO OVER-THE-COUNTER DEALERS WE SAY, 
“UNITE!”; TO OTHERS, “ON GUARD!” 
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A Realistic Labor Policy for America 


(Continued from page 1521) 
of hiring a group of government 
folks to do the job for them. 


Present Objective 


Our present objective should be 
to increase production and im- 
prove efficiency without stoppages 
of work. That is still the real way 
to get wage increases without 
raising prices and living costs. 
Building confidence and sound la- 
bor relations, based on bargaining 
in good faith and facts, is much 
better than dealing in generalities 
and general averages, prices in 
general, wages in general and 
profits in general. 

The general high pressure cam- 
paign promising a 25% increase 
in wages was deceiving. It devel- 
oped a set of conditions which 
made it difficult to bargain in 
good faith. The campaign ignored 
the fact that collective bargaining 
and labor relations had not been 
molded into a national formula 
with profits pooled. The general 
approach of the professional au- 
thority on wages failed to rec- 
ognize that although many prices 
are too high, some are too low to 
enable decent wages to be paid 
and they forgot that there are still 
several million workers earning 
40 cents an hour or less who must 
be considered. 


Collective Bargaining in Good 
Faith 


I believe a realistic labor policy 
can be developed best by a joint 
recognition of the duty to bargain 
in good faith as to the terms and 
conditions of employment. Both 
parties must set forth the terms 
and conditions of employment in 
agreements which each will re- 
spect in spirit and letter as govern- 
ing their relationships during the 
period of the agreement. They 
must agree to avoid work stop- 
pages until all procedures avail- 
able to reasonable men are ex- 
hausted and settle disputes which 
remain after honest negotation 
through the process of mediation, 
conciliation and voluntary arbitra- 
tion when necessary. 

They must recognize the func- 
tion und responsibility of labor 
unions to act as agents on behalf 
of their members in relations 
with management. They must rec- 
Ognize and preserve the function 
and responsibility of management 
to direct the operations of an en- 
terprise. 


A realistic labor policy requires 
a partnership between manage- 
ment and labor. If the members 
of the union are not accepted as 
intelligent partners with knowl- 
edge of the facts about the busi- 
ness and a just share in the re- 
turns, they are open to the prop- 
aganda of the “commie” and the 
misformation of the professional 
do-gooder. 


The recognition of human val- 
ues in the workshop is important. 
Workers resent being treated as if 
they were merely a commodity in 
the process of production to be 
laid off when work is slack, and 
paid the lowest possible wage. 
Workers want job security: They 
want to be recognized as partners 
in an enterprise which provides a 
Steady increase in their living 
Standerds as better production 
methods and their work make 
this possible. 

A.ré@alistic labor policy will 
recognize that wage and small 
salaried workers buy about 70% 
of ail consumers goods and serv- 
ices. They represent about 75% 
or 80% of our population. They 
receive less than 75% of the na- 
tional income, but they spend 
nearly all they earn because their 
incOmes are too small to allow 
for much saving. 


Importance of Maintaining 
Full Production 

The problem of keeping our 

economy going at. full production 

and full employment levels is an 


policy. If the consumer market 
collapses, industry no longer pro- 
duces. Plants no longer plan ex- 
pansion or buy new machinery or 
equipment. Our population is in- 
creasing, our productivity is rising 
and unless jobs and production 
increase proportionately we will 
have unemployment. 

_ We have reached a level of na- 
tional production about 45% above 
the prewar year of 1939. Govern- 
ment figures show that our gross 
national product in 1946 was $194 
billion compared with $89 billion 
before the war. If a price in- 
crease of about 50% is accounted 
for this means an increase of 
about 45% in actual goods and 
services available to the American 
people. Corporation profits on net 
worth after taxes in 1946 were 
more than double those of 1939. 
The income of farmers before tax- 
es rose 270%, unincorporated busi- 
ness enterprises 104%, industrial 
workers 80%. 


Now we are faced with the prob- 
lem of maintaing this high 
buying power which we have in- 
herited from wartime. But what 
has happened since the war? In 
1946 the total volume of wages 
and salaries in the United States 
dropped from $114 billion in 1945 
to $109 billion in 1946. In the 
meantime prices have increased so 
that the decline in wage earners, 
buying power is greater than the 
decline in money income. To 
sustain their buying power and 
maintain living standards of 1945, 
wage earners have dipped into 
savings. It is significant that in 
1946 as compared to 1945, total 
consumer credit outstanding in- 
creased by the 45% and the rate 
of savings dropped 41%. 


Profits Permit Wage Increases 


Industrial profits have reached 
a high figure and there is every 
indication that industry has sub- 
stantial ability to increase wages 
in 1947 without raising prices. At 
a time when wage earners buying 
power has fallen behind the 
amount required to sustain full 
production and full employment, 
a realistic labor policy, and a real- 
istic industrial policy requires that 
the highest possible wage be paid. 

Most employers already accept 
a realistic labor policy. Our sys- 
tem of industrial. production as a 
matter of fact is based on success- 
ful bargaining between employers 
and unions. The failures which 
are few in number are news while 
we hear little about the successes. 
Many employers recognize the 
wisdom of giving the facts to their 
employees just as they give them 
to the stockholders. I hope an in- 
creasing number of employers 
will submit financial reports to 
their employees. Workers need to 
know what they are accomplish- 
ing so that the results of the joint 
effort can be measured and justly 
divided. Without this a partner- 
ship lack substance and reality. 


All that may seem like plati- 
tudes to some. Personally, I regard 
them as healthy and constructive 
and American. I believe they are 
conservative, and in the best 
interest of defending an economy 
which will be both free and enter- 
prising. I believe they represent 
the best defense of a representa- 
tive system of political and in- 
dustrial democracy. They repre- 
sent one of the major goals of the 
American Federation of Labor 
which wants to operate as a fed- 
eration of labor unions within the 
economic sphere, as an economic 
organization promoting the well- 
being of the worker, as a worker, 
in the best interest of the whole 
community. 


Equality in Employee-Employer 
Relationships 

I regard our goals as healthy 

and constructive because regard- 

less of legislation, I believe the 

determining factor in securing and 

maintaining industrial peace will 





‘important part of-a realistic labor 


ployer - worker relations which 
exist within individual plants and 
within each unit or shop in each 
plant. If the boss-worker rela- 
tionship is a healthy American 
partnership of members of the 
same team, performing different 
functions, but pulling toward the 
same goal, the scheming of 
trouble-makers will be beaten by 
the commonsense of those they 
seek to mislead. 


Can Congress Legislate Industrial 
Peace? 


Of course there are many peo- 
ple who believe that Congress can 
enact a law which will legislate a 
code making employers and labor 
into a duet. They don’t realize 
that many of us will have to learn 
to sing before we can sing well 
together. 


They disregard the fact that 
many of the abuses of which they 
complain were in large measure 
the direct or indirect result of 
bungling intervention by govern- 
ment agencies. They disregard the 
fact that competing government 
agencies in the field of labor re- 
lations sapped the vitality of labor 
unions and employers by inter- 
vention in their normal relation- 
ships and by playing partisan 
favoritism in their relationships. 

That intervention was encour- 
aged by the left-wingers who 
hoped to establish their own pow- 
er over American industry by win- 
ning control over unions through 
the aid of a government agency 
which in turn they hoped to con- 
trol. In fact, one of the major 
problems we face is the naive be- 
lief of the left-wingers and sin- 
cere do-gooders that social justice 
can be secured, and can only be 
secured by government action. The 
net result of their activities has 
been to weaken collective bar- 
gaining for the device of govern- 
ment panaceas which have con- 
fused our economic machinery 
through the regulations which, in 
effect, were the law of the land. 


Compulsory Arbitration 


I admit that many of the ad- 
vocates of compulsion are quite 
sincere. Their solution sounds 
simple and persuasive. They are 
against sin and seldom have time 
to stop long enough to figure out 
the next step. But if government 
orders both sides to accept a de- 
cision and either refuses, what is 
the next step? If a worker is to 
be penalized for refusing to accept 
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continue to be the quality of em- 


a decision, some compulsion would 
also be sought against employers 
who refuse. The line between is a 
thin one. Even with good inten- 
tions, which may not always be 
present, any government using 
compulsion in this field is likely 
to be drawn into active operation 
very soon. 

I believe we are suffering now, 
and the community is suffering, 
because employers and labor un- 
ions have not assumed the re- 
sponsibility which we need to as- 
sume if we hope to preserve our 
freedoms. We simply have not 
taken the time to build a healthy 
relationship. While we have out- 
stripped every other nation and 
made great technological progress 
we are still resorting too often to 
the law of the jungle in the field 
of human relations. 

The job which must be done 
will not be easy. A period of dif- 
ficulty may lie ahead because 
some labor unions, not affiliated 
with the American Federation of 
Labor, have not yet consolidated 
their primary economic function. 
Industrial peace may be shadowed 
if some unions continue to be 
political instruments for the con- 
scious or unconscious purpose of 
promoting government domination 
of industry and the consequent 
confusion political responsibil- 
ity. 

We are hopeful that recent 
events may have demonstrated 
that it is not easy or simple to 
capture the American labor move- 
ment and subordinate its economic 
function to political efforts. We 
are hopeful on the basis of what 
is happening in other lands that 
both employers and workers will 
realize that to secure and main- 
tain industrial peace it is better 
for men to make their own prog- 
ress, even if slow, than to be 
pushed here and there by. the 
folks who judge all things by their 
usefulness to what they call the 
state. We believe in free will. We 
believe we must choose in order 
to make gains which are real and 
enduring. Sometimes the choice 
may be unwise, and sometimes 
harmful, but people who are free 
to choose are less likely to make 
mistakes and keep on making 
mistakes than is the government 
authority which usually lacks the 
courage to admit a mistake. 

I submit that the aims of em- 
ployers and workers in our coun- 
try are so similar that industrial 
peace can be secured and main- 

















































































the day to day human problems. 
i submit that it 1s time tor us to 
realize that there is no legislative 
substitute for self-discipline and 
joint cooperation. . 
I submit that the challenge we 
face together needs little nmaster- 
minding as far as the American 
people are concerned. To plan for 
industrial peace is simply to fuse 
the energy, endurance and en- 
thusiasm of employers and work- 
ers into the task of doing our in- 
dividual jobs well. It takes pick 
and shovel work, not slogans, to 
build, secure and maintan indus- 
trial peace. 


We pioneered as a nation in 
political democracy and have 
found it the best system yet de- 
vised by men, even if it isn’t al- 
ways as orderly as many of us 
would like. I believe’ we must 
face up courageously and intelli- 
gently to the task of developing 
industrial democracy. Then we 
can build together that which. is 
new, and yet is free. Then we 
can prove that democracy can best 
serve the interests of its people 
and that we can be efficient as 
well as free. Toward that objec- 
tive | ask your help and coopera- 
tion, 








Snyder and Vogel Dirs. 
John I. Snyder, Jr., of Kuhn, 
Loeb & Company, New York, and 


























John I, 


Snyder, Jr. 


Rudolph E. Vogel, of Glore, For- 
gan & Co., Chicago, were elected 
directors of Cory Corporation, 
Chicago, at a meeting held Mon- 
day. ie 


—_———_— 


Otto Fuerst to Admit 
Otto Fuerst & Co., 57 William 
Street, New York Ci y, members 
of the New York Stock Exchange, 
will admit Nathan Abrahamson 








tained when both sides park their 
guns and prejudices and meet 





quietly together to grapple with 


This is not and is under no circumstances to be construed as an offer to sell, cr as an offer to buy, or as a solicitation of an 
offer to buy, any of the Securities herein mentioned. The offering is made only by the Prospectus. 


125,000 Shares 


Air Express International 


Agency, Inc. 


Common Stock 
(Par Value Fifty Cents Per Share) 





Price $6.00 per share 





Copies of the Prospectus are obtainable from the undersigned, 


HAYDEN, STONE &# CO. 


to partnership on April 1. Mr. 
Abrahamson was previously with 
| Cohen, Simonson & Co. 
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Securities Salesman’s Corner 


By JOHN DUTTON 


Many peoples miss their best opportunities in life because they 
cannot give the other fellow a pat on the back. Flattery for its own 
sake always fails but sincere praise is another matter. There are 
some who try to monopolize the limelight—psychologists say they are 
the ones who suffer most from a universal malady called the in- 
terioty complex. There is a vast difference between being a “pusher” 
and a “doer.” The former is always rebuffed; the latter is sought 
after. 

Years ago we had a sales manager where I worked and he was 
constantly trying to make everyone concious of the fact that he was 
about the world’s best salesman. I think he had been a shoe salesman 
before he became a bond salesman. In those days you didn’t have to 
know much about securities to get a job selling them and this fellow 
not only knew very little about investments but never made an at- 
tempt to learn. Everyone was wise to him including the boss, but 
he cid have some sort of a telephone “line” that brought in business, 
especially from country bankers who knew less than he did, if that 
were possible. So he had his title and he puffed out his chest, while 
other people paid him the homage he thought was his due and behind 


his back they said what they really thought concerning his supposed 
ability. 

One day I was out of the office making a call. When I returned 
he mei me at the door and with a smile of benign paternalism he told 
me that he had just made a nice commission for me. It seems as if 
oue of my customers had called at the office while I was away and 


he proceeded to make a sale for me. That was the last commission I 
ever made out of that account. He didn’t miss an opportunity for 
self praise. He made such a big shot of himself while hewas selling 
those five bonds that anything that a plain ordinary salesman said 
thereafter didn’t count. I would have been a lot better off, and so 
would the firm, if he had built up the salesman’s importance. He 
should have told the customer that he didn’t wish to interfere in 
making any investment suggestions but that he knew that the sales- 
man would be pleased to get in touch with the customer as soon as 
possible and discuss his investment situation with him. This is an 
extreme case but it well illustrates the point. If you are any good 
you don’t have to knock the other fellcow down to prove it. 

I have never known a successful man who didn’t have something 
good to say about others. Those who know the most realize that no 
successful enterprise can be built unless there is the cooperative 
effort of many able people behind it. If you really appreciate the 
true wisdom of life and understand how insignificant is our journey 
upon this planet, you will be impelled to see the good in others and 
be patient with their faults. For years I have tried to make it a 
policy to send a few lines of congratulation to friends and acquain- 
tances whenever I have had the opportunity of so doing. This is done 
because I want them to know that I am not too busy to notice what 
they are doing and because I believe that we all like to be appreciated. 
Other people have occasionally shown me the same interest and con- 
sideration and you can be certain that I have a warm spot in my 
heart for them. 

Friendship is something that some people have to struggle to 
obtain. Others find that it comes to them in abundance. Any sales- 
man who has the ability to make friends can sell anything. It is his 
most priceless asset. You can know about securities until you are 
a walking Moody’s, Standard Statistics and Fitch Publishing Co. 
combined, but if you have never learned to put that human touch 
into your relationships with others you are going to be a pretty poor 
salesman. But combine sincerity and a real desire to like others with 
knowledge and you are in the right business. THE OTHER FELLOW 


IS A PRETTY GOOD MAN TOO—LET HIM KNOW IT ONCE IN A 
WHILE. 
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Prospects for Revision of Security Act 


(Continues from page 1513) 

things first and so, as I say, we 
have decided on these very limited 
| objectives. 

| Now it has seemed to us, both 
|'last year and this, that the prin- 
' cipal problem to be licked under 
the 1933 Act is that which grows 
out of Provision 5 and its related 
provisions, which we commonly 
know and speak of as “beating tne 
| gun.” The business of getting in- 
formation to investors prior to the | 
effective date of registration state- | 
ments and being able to discuss 
information with them and, in ef-| 
fect, make offerings. We have a) 
proposal to cure that problem. | 
There has also developed another 
view as to a way of doing it. So 
I will ask for discussion of that 
particular point later and just 
briefly mention the other things 
we would like to do. 





Extended Use of Prospectus 


As a part of facilitating the dis- 
tributive process, cutting down ex- 
penses, making life simple for 
underwriters and dealers, we also 
want to do what we can to do 
away with the necessity of your 
having to use a prospectus for the 
full 12 months, as is now required 
and to so change the Act as to 
require the use of the finance 
prospectus only by underwriters 
and dealers, while distributing 
syndicate securities. In other 
words, when you have sold your 
participation as either an under- 
writer or dealer, you would no 
longer be required to use a pro- 
spectus and, of course, dealers 
who are trading in securities who 
are not members of either group 
would not be concerned with the 
prospectus requirement at all. 

We would like to change the 
Act to make it clear that you do 
not have to deliver a prospectus 
to someone who has already re- 
ceived one and lastly we would 
change Section 12 of the Act, 
which is the Civil Liability sec- 
tion having to do with prospectuses 
and on communications so as to 
make it more practical from a lia- 
bility point of view for you to get 
out more information on outstand- 
ing securities as distinguished 
from new issues. 

They, very briefly, are the prin- 
cipal changes that we would like 
to bring about at this session. 

Now, that does not mean, by 
any means, that there are not 
other problems, many other prob- 
lems, which need and which de- 
serve consideration. 

There is the problem of what 
constitutes control or controlling 
person. There is the question of 
what constitutes a distribution. 
There is the question, of course, 
of private placement. And many 
others. And we are hopeful that 
in the remainder of the year we 
will be able to work with the 
Commission and others on some of 
these other problems with the 
view to be ready for the next 
Congress with another bite at the 
overall problem. 


Problem of “Beating the Gun” 

Now, as I said, at the beginning, 
we are principally concerned with 
licking this problem, of. beating 
the gun, and I said also that there 
are two views within the industry 
as to how it can best be done. The 
IBA, if I may so call it, evolved 
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46 Front Street, New York 4, N. Y. 
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the first and it is patterned after 
the present effective-date proce- 
dure which was worked out. by 
representatives of the industry 
with the Commission back in 
1940-41. That contemplates the 
use between the date of filing of 
registration statements and the 
effective date, of three documents. 

The first would be a so-called 
identifying statement and that, in 
effect, would be an_ enlarged 
tombstone ad which would permit 
underwriters and dealers to in- 
clude in their offering sheets the 
type of information on the new 
issue that they ordinarily include 




















on an outstanding issue; and you 
could thus, first of all, make an 


offering through this identifying 
statemen:. 

Secondly, and most important, 
our proposal contemplates the use 
of woat we call a limited prospec- 
tus. We had hoped tnat this 
would be something like the old 
two to four page circular which 
would present to the average in- 
vestor, who after all is the one 
about whom the Commiss.on is 
principally concerned, the salient 
features of the security and in a 
form which he could understand 


|if he would read. You can’t make 


a change in the Act, of course, 
which would make them brief. 
We would hope by the further 
development of the brief filing 
conference procedure that this 
limited prospectus, which again 
would be like the old two to four 
page circular, could come out after 
having been cleared with the 
Commission, let’s say, a week, 
seven or eight days after the filing 
of the registration statement. 
And I perhaps want to say here 
that our scheme won’t work if 
this document isn’t gotten out in 
time to be disseminated generally 
to your prospective customers and 
short enough and in such form 
that it can be understood if read. 
You could thus make an offering 
through this limited prospectus 
during the waiting period and 
after it had been delivered, you 
could give your cus‘omers such 
additional information, compara- 
tive data, discuss it with them, 
make offerings, or solicitations of 
offerings, but no valid contract 
until after the effective date. 


Our proposal also con‘emplates 
a third document which in effect 
would be that which we now 
know of as the Red Herring Pro- 
spectus which underwriters could 
give dealers prior to the effective 
date, give to institutional pur- 
chasers, rating agencies and the 
like. After the effective date we 
would leave procedures as they 
are now although it would be pos- 
s.ble to use this identifying state- 
ment after the effective dace. 


NASD Proposal 


Now the other proposal which 
has evolved through the NASD, 
and I want to make it clear, per- 
fectly clear that we have been all 
working together on this thing 
from the very beginning. Our 
objectives are identical and the 
only question is who has the best 
idea as to how to accomplish it. 

It contemplates, in effect, as we 
put it, opening the door, more or 
less completely prior to effective 
date, so that a dealer could make 
an offering, could write a leiter. 
if he saw fit, could prepare any 
circular he saw fit, and make an 
offering thereby without having 
anything cleared with the SEC. 
After the effective date the proce- 
dures would be left substantially 
as they now are. 

Now we, in fact, considered this 
alternative at our board meeting 
at the time. It did not seem to us 
realistic because if you go back 
and look at the history of the 1940- 
41 study and at the discussions 
we had in connection with the 
commission’s recently proposed 
rules on the Red Herring and the 
summary, we felt that they would 
not go along with that proposal. 
You may remember that in °40 or 
*41 when the industry proposed 
that the procedure I am now sug- 
gesting be used, prior to the ef- 
fective date, the Commission, in 
effect said: “Okay, but you will 
have to give the customer a pro- 
spectus or rather he will have to 
have had one for 24 hours before 
he can be bound.” 

Well, the industry objected to 
that and submitted an alternative 
proposal at that time that the cus- 
tomer should have until 11 o’clock 
of the day after he got an offic:al 
prospectus to call the deal off if 


been told or shown prior to that 
time. So with that situation in 








1940 and 1941 we did not think 


the Comnussion would go along 
with it, as we put il, in opening 
the door completely. 

{ might say, in tnat connection 
that anything under the—wel| 
call it the NASD proposal, that 
the dealer should say, or might 
say, or write, would be subject 
ot course, to Section 12 and Sec- 
tion 17 liabilities. Section 12, gen- 
erally, in effect, provides that if 
you sell a security by means of 
any written of oral communica- 
tion which contains a material 
misstatement or material omission, 
the customer can get his money 
back or damages if he sold the 
security. And, of course, Section 
17 is “Fraud.” 

More recently, we have had 
some indication of the Commis- 
sions’ reaction possibly to this 
general problem in their proposed 
rule on the Red Herring and Sum- 
mary. You know they have put 
out Rule 131 on the Red Herring, 
which permits its dissemination 
prior to the effective date. At the 
present time, it merely says that 
such dissemination does not of it- 
self consti:ute a sale. They have 
been unwilling, however, to this 
point to put out the rule on the 
“summary” because they have 
been afraid that it might be mis- 
leading. We felt that that gave 
us an additional slant on their 
more recent thinking. 

I think the open door theory or 
proposal has additional considera- 
tions for the underwriter or, more 
particularly the dealer who might 
contemplate preparing his own 
circular. From a liability point of 
view, if you do not have compe- 
tent counsel to assist you, par- 
ticularly where you won’t have 
the basic documents, I think very 
serious potential liabilities might 
be created in attempting to pre- 
pare a circular on the basis of in- 
formation in manuals and the like, 
particularly when a dealer would 
be forced to give a financial pro- 
spectus. It is not too difficult to 
compare such a leiter with a pro- 
spectus and at least find a ma- 
terial omission. 

On the other side of the fence, 
those who feel the door should be 
opened, prior to the effective date, 
as we put it, feel that either be- 
cause the summary won't get out 
in time or because there would be 
infractions even if it comes out, 
that it is not a complete solution 
to the problem. 

I hope that I made the distinc- 
tion clear. As I say, it just repre- 
sents two different views and 
there may be others as to how 
this problem can be licked. 


Anxious to Remedy Problem 


Now, when we get back next 
week I would expect to have con- 
ferences with the Commission in 
an endeavor between all three 
groups to talk this thing out and 
try and arrive at a solution. I 
think I ought to say this, that I 
am sure most of you know this, in 
fact it was indicated yesterday, 
that you are very well aware of 
this problem. 

They are, I think, generally 
anxious to cure it. They have their 
problems, of course, but if within 
the next few weeks we can agree 
with them on one or the other 
proposal or perhaps some variation 
of the two, I think there is a very 
good chance of licking this prob- 
lem at this session. : 


Wolfe & Go., New NYSE 
Firm Forming in N. Y. G. 


Wolfe & Co. will be formed on 
April 1st with offices at 60 Beaver 
Street, New York City. Partners 
in the firm, which will be a mem- 
ber of the New York Stock Ex- 
change, will be Alfred Bruno 
Wolfe, John W. Schulz, and E. 





he found anything inconsistent in [member. 
the prospectus to anything he had!merly a partner in Thomas G. 


Edward Bollinger, the Exchange 
Mr. Bollinger was for- 


Campbell & Co. Mr. Wolfe and 


Mr. Schulz were partners in Ise- 
man & Co. 
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The Outlook for Real Estate 


(Continued from page 1522) 
tions have certainly come true. 
Dr. Nadler’s prediction for the fu- 
ture of mortgage interest rates is 
that any material increase from 
present levels is not to be ex- 
pected. 
~ Even if we did not have the 
opinion of an authority that in- 
terest rates wouid be low for an 
indefinite period, it is evident 
that mortgage interest rates are 
tied to the yields on long-term 
governments, the yields on long- 
term governments are determined 
by the Treasury, and the Treasury 
is not likely to allow the yields 
on long-term governments to rise 
materially in the foreseeable fu- 
ture. The only conclusion, then 
that can be reached is that mort- 
gage interest rates are going to be 
low for an indefinite period. If 
any increase occurs, it will be 
very moderate. 

Furthermore, it should be re- 
membered that in addition to an 
uncertain price and cost structure 
and low in-erest rates, the rate of 
savings by the public is on the 
decline, the operating expenses of 
mortgage lenders are rising, and, 
in the future, mortgage servicing 
costs are likely to be higher. 

These are certainly times when 
mortgage lenders should be cau- 
tious and when every. effort 
should be made to protect ade- 
quately mortgage investments 
from loss in the future. 

Although it is impossible to cal- 
culate accurately the risks of fu- 
ture losses on mortgages, now is 
the time to prepare for the worst. 
The worst that may happen is 
what did happen during the nine- 
teen-thirties when approximately 
25% of the home mortgage loans 
went sour. The home mortgage 
lending business does not want 
another Home Owners Loan Cor- 
poration at any time in the future 
nor will it help the business to 
have the Federal Housing Admin- 
istrator become the largest owner 
of homes in America. 


Measures to Protect Mortgage 
Investments 


There are many things which 
should and can be done to protect 
mortgage investments against the 
risks of loss. I shall mention a 
few of them. 

You all know that it is sound 
mortgage investing policy to make 
Sure that, as far as possible, the 
interest rate and the equity in the 
property cover the risk of loss on 
the investment. At the present 
time, because of high prices, thin 
equities and low interest rates, it 
does not appear certain that the 
entire risk of loss on many home 
mortgage loans is adequately cov- 
ered. Some of the methods of pro- 
tecting mortgage investments are 
as follows: 

Lenders should, at all times, 
protect themselves against loss due 
to depreciation and obsolescence 
of structure by making sure that 
the home is well built, modern, 
and’ properly maintained; against 
risk of loss dye to changing neigh- 
borhood by #eing sure that cormn- 
munities are properly planned, 
protec:‘ed by zoning, and free 
from area nuisances; against the 
risk of loss due to the unreliability 
of the borrower by a careful char- 
acter and credit investigation; 
against risk of loss due to fore- 
closure costs, back taxes, and the 
cost of property rehabilitation by 
requiring the owner to maintain 
an adequate equity; and against 
losses due to economic recession 
by réquiring substantial equities 
and high' amortization during the 
early period of the loan, and by 
taking advantage of the protec- 
tion afforded by mutual mortgage 
insurance, by using the credit fa- 
cilities of the Federal Home Loan 
Banking System. and by maintain- 
ing a 10% to 20% liquidity. 


Appraisals 


Although it is not the purpose 
of this address to deal with the 


loan purposes, lenders should be 
urged to review carefully the basis 
of appraisals and should adjust 
the percentage wnich the loan is 
of the appraised value so as to af- 
ford adequate security. 

Appraisers may be properly in- 
structed as to how to make ap- 
praisals for mortgage loan pur- 
poses but if, for example, tneir 
experience-background has been 
in building homes they are likely 
to be unduly influenced by costs 
of construction and if their expe- 
rience has been in selling homes 
they are likely to be unduly in- 
fluenced by sales prices. Lenders, 
therefore, should check not only 
the appraisal] itself, but should al- 
so consider the basis of the ap- 
praisal and the extent to which 
the appraisers’ background has in- 
fluenced his judgment. 


Borrowers Integrity 

Now let us consider another 
aspect of the mortgage lending 
probiem, namely tse importance 
of integrity ana the financial re- 
sponsibility ol the borrower. 

I have been told by many home 
mor.gage lenders tnat the mort- 
gage losses of the nineteen-thir- 
tres, which were due largely to 
economic cond.tions, would have 
been much larger than they were 
if it had not been for tne bor- 
rower’s personal liability on the 
mortgage debt, for the fact that 
most borrowers are fundamentally 
honest, and for the further im- 
portant fact that most home 
owners will put up a real fight to 
avoid losing their homes. 

Despite opinion to the contrary, 
I am convinced that the integrity 
of the borrower, his ability to get 
and hold a job, and his determina- 
iion to hold on to his home, par- 
ticularly during periods of eco- 
nomic adversity, are often better 
security than the property itself. 
In mortgage lending nothing is 
more important than the charac- 
ter and integrity of the borrower. 
When to this is added a basic de- 
termination to hold on to the home 
through thick and thin, then you 
really have security. 

However, in spite of character, 
integr:ty, and _ determination, 
sometimes conditions over which 
the individual may have little con- 
trol, result in mortgage loan de- 
faults. 


Effects of Economic Recession 

The most important single cause 
of toss to home mortgage lenaers 
is the effect of economic recession 
on home ownership and upon the 
confidence of savers in savings 
and loan associations. Every et- 
fort is now being made to avoid 
the “boom and bust” cycle; but ia 
spite of all of the plans and con- 
trols which are intended to smooth 
out the peaks and valleys of tne 
business cycle, there are bound to 
be periods of economic recess.on 
which will cause losses on home 
mortgage loans and financial dif- 
ficulties for savings and loan as- 
sociations. The danger now 1S 
great because prices have risen 
very rapidly, are high and are 
likely to go down in the future. 

Lenders should guard against 
losses on mortgage loans, due to 
general economic causes, by di- 
versifying investments geographi- 
cally, by type of property, on the 
basis of the borrower’s source of 
income, by staggering maturities, 
by insisting on substantial amor- 
tization, and by insisting that the 
borrower have and maintain a 
substantial equity in the property. 

Savings and loan associations, 
however, are not able to divers-fy 
completely investments because 
most of their loans are made on 
homes located in limited areas and 
in many cases to a single economic 
group. 

For these reasons savings and 
loan associations do need: addi- 
tional protection against probable 
losses due to economic recession. 
This protection is afforded by 
mu‘ual mortgage insurance, by 





Subject of appraising for mortgage 


Home Loan Banking System and 
by the Federal Savings and Loan 
Insurance Corporation. You have 
been wise to avail yourselves of 
these protections. 

But, even with all of the pro- 
tection provided by the Federal 
Home Loan Banking System and 
by other agencies, each association 
should further safeguard itself by 
maintaining a 10% to 20% liquid 
position at all times. If this is 
done, savers will have greater 
confidence in the association and. 
furthermore, the conduct of its 
financial affairs will be facilitated. 


Mutual Mortgage Insurance 
Another important point, as I 
see it, is that mutual mortgage 
insurance is only intended to cover 
the risk of loss due to economic re- 
cession and is not designed to cover 
the risk of loss on loans which are 
fundamentally unsound. One 
lender recently told me that if he 
liked a loan he would make ic 
without the protection of mutual 
mortgage insurance. But if he did 
not lke the mortgage, he would 
make it as an FHA loan. I do not 
like this policy. In my opinion, 
if the loan is not worth making 
Without mutual mortgage insur- 
ance, it should not be made at all. 
The making of unsound loans. 
even with FHA protection assum- 
ing the FHA is willing to approve 
the loan for mutual mortgage in- 
surance, is indeed _ shortsighted 
because in the long run heavy 
foreclosures will result, and heavy 
foreclosures are bound to shake 
confidence in mortgage lenders 
with the further result that sav- 
ings are withdrawn and the vol- 
ume of mortgage loans declines. 
At this point I would like to 
emphasize, in connection with 
standard mortgage loan plans, that 
thin equities quickly disappear 
when values decline and _ that 
when one-half of the term of a 
uniform monthly payment loan 
has run, only slightly over one- 
third of the loan has been paid 
off. In other words, during the 
first ten years of a standard 20- 


year loan, when the home is 
newer, the neighborhood at its 
best, when economic conditions 


are usually more satisfactory, and 
when the home owner is younger 
and probably better able to carry 
the mortgage, only 37.8% of the 
loan has been paid down. At the 
same time the home may be de- 
preciating at almost the rate at 
which the mortgage is being re- 


| tization of the mortgage is not 
| building up as_ substantial an| 
equity as is usually assumed. | 

As a matter of fact, except 
when real estate values are steady | 
or where first mortgage loans are 
being heavily amortized during 
the early years of the loan, the 
old system of first and second 
mortgages Was sounder in prin- 
ciple than the FHA and other sim- 
ilar uniform monthly payment 
plans because a very substantial 
portion of the mortgage debt, rep- 
resented by the second mortgage, 
was paid off rapidly, usually over 
the first three to five years. Now 
a few words about home loans for 
Gls. 

GI Mortgage Loans 

Every home mortgage lender 
has a moral responsibility to help 
the returning veteran buy his own 
home if he needs one, wants one, 
and is able to carry the mortgage. 
In fulfilling this responsibility 
lenders should remember that 
many homes today are selling for 
more than they are worth and 
that many veterans are not finan- 
cially able to carry a home loan 
based upon their incomes and on 
prevailing prices. It is small 
service to encourage a GI to buy 
a home that he cannot afford. 
Surely he deserves better treat- 
ment at your hands. Let us all do 
our share to protect him in these 
difficult times. 

If the GI loan fits the veteran 
and stands up on its own merits, 
it is your duty to make it. If it 
does not, it is your duty to turn 
it down with a careful explana- 
tion of why it is not being granted. 

Remember that it is neither 
necessary nor was it the intent of 


a down payment. The Veteranh’s 
Administration guarantees’ the 
initial equity. So far only one out 
of 4,500 of these loans has given 
trouble. 


I am sure that you in the Cin- 
cinnati Federal Home Loan Bank 
Disirict are fulfilling your moral 
obligations to all of the GIs who 
are good credit risks. 


Responsibility of Lending 
Agencies 

In conclusion, may I point out 
that you in the home mortgage 
lending field have a responsibility 
to serve adequately the home 
mortgage needs of returning Gls 
as well as those of your own com- 
munities. You have almost every 
conceivable form of protection for 
the safe conduct of your business. 





Congress that the GI should make | 


. *. . 
| duced. In reality, then, the amor- | But, you are still individually re- 


sponsible for the actual making of 
safe and sound home mortgage 
loans. Do not forget that many 
homes that are being built today 
are poorly constructed and the 
home of the future may be more 
modern, 


Conduct your business so that 
you will not have to be rescued by 
another Home Owners Loan Cor- 
poration. Do not make FHA loans 
that may result in the Federal 
Housing Administrator becoming 
the largest home owner in Amer- 
ica. Do not make GI loans that 
may besult in the veteran losing 
his home. Remember, there is no 
substitute for common sense, 


May I epitomize: Be conserva- 
tive! Be cautions! Keep liquid! 
Take all of the protection you can 
get; you may need it some day! 


Turkey Joins Int'l 
Fund and World Bank 


Nation’s quota is $43 millions 
for each institution. Fund and 
Bank now comprise 41 members, 
with three additional members 
expected before April 15. 


The Articles of Agreement of 
the International Monetary Fund 
and the International Bank for 
Reconstruction and Development 
were signed on March 11 by 
Huseyin R. Baydur, the Ambas- 
sador of Turkey, and Sait Naci 
Ergin, Director General of the 
Treasury of the Ministry of Fi- 
nance of Turkey, on behalf of the 
Government of Turkey. 

Turkey’s application for admis- 
sion to membership was approved 
at the first annual meeting of the 
Board of Governors in Washing- 
ton in October 1946. Turkey’s 
quota in the International Mone- 
tary Fund is $43,000,000, and its 
subscription to the capital stock 
of the International Bank for re- 
construction and Development is 
430 shares at a par value of $43,- 
000,000. 

The signing of the Articles of 
Agreement by Turkey brings the 
total of countries having member- 
ship in the International Monetary 
Fund and the International Bank 
for Reconstruction and Develop- 
ment to 41. 


Three other countries — Italy, 
Syria and Lebanon—applying for 
membership at the same time have 
unti] April 15, 1947, to sign the 




















Articles of Agreement. 
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The unwanted stepchild of C 


By WILLIAM J. McKAY 
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anadian finance—the market for 
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free funds in New York—is proving once more to be an embarrass- 


ment to the Canadian authorities. 


Spurred on by unfounded rumors 


of impending change in the official parity, the Canadian dollar in 
the free market here has recently followed a downward erratic 
course. The bearish propaganda which emanates largely from the 





gold-mining interests in Toronto 
goes into crescendo whenever 
other causes of weakness are pres- 
ent so that the rumor is apt to 
fall on fertile soil. 


This accentuation of the weak- 
nesses inherent in this narrow mar- 
ket is tending to dispel the official 
apathy which has been previously 
displayed towards this subject. 
The mere fact that this market is 
relatively quite unimportant in 
point of size in comparison with 
the official market simplifies the 
solution of the problem. More- 
over the cause of weakness stems 
partly from within the Dominion 
by reason of anomalies in the Ex- 
change Control regulations. Cor- 
restive action in this direction 
cam therefore be anticipated, and 
as a result the inspired rumors of 
currency devaluation would. be to 
anage decree spiked in advance. 

urther constructive action 
could also be taken in another di- 
rection. The gold-mining industry 
which pins large hopes to cur- 
rency devaluation as the solution 
of its troubles, would be less des- 
perate in their endeavor to force 
the hand of the authorities if they 
had received more generous com- 
pensation for the loss suffered fol- 
lowing the revaluation of the dol- 
lar. It would appear that the tax 
relief recently accorded to the in- 
dustry has been somewhat nig- 
gardly. As far as the Dominion is 
concerned the gold-mining indus- 
try has always been one of the 
strongest factors in the foreign 
exchange position especially in 
times of depression. 

Gold can always be exchanged 
for the scarcest currencies and 
with proper encouragement and 
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more adequate recognition of this 
fact by the competent authorities 
the Canadian production of the 
precious metal can be stepped up 
enormously. The policy adopted 
hitherto has been to divert labor 
and capital from the gold-mines 
into what has been considered the 
more productive channels of in- 
dustry and the forests. This pro- 
saic attitude has failed to take into 
consideration the tremendous 
boost that can be given to an 
economy by important discoveries 
of gold. Canada’s vast northern 
empire within the Laurentian 
Shield constitutes the world’s po- 
.entially greatest store-house of 
the yellow metal, the exploitation 
of which can have an incalculable 
nfluence not only on the Canadian 
but also on the world economy in 
general. 

During the week the market 
was again dominated by exchange 
considerations. Profiting from the 
atmosphere of general bearishness 
and gloom the rumor machine was 
placed in high gear with the re- 
sultant effect of deterioration of 
prices and market tone. However, 
when the smoke cleared and the 
anticipated change of the official 
rate failed to materialize a more 
realistic perspective developed. 
The Dominion internals which had 
suffered the brunt of the attack 
staged an effective rally and the 
externals also attracted a resump- 
tion of demand. With regard to 
the la'ter section of the market it 
is understood that the New York 
State legislative steps to make 
Canadian securities legal for pur- 
chase by savings’ banks have 
reached their ultimate stage. 

In general it would appear that 
the apparent weak points in the 
Canadian situation have been ex- 
aggerated to a considerable degree 
and the strong features have been 
largely ignored. In the meantime 
capital from this country con- 
t:nues to flow northward as exem- 
plified by the recent $15,000,000 
deal by the Celanese Corporation 
of America for the construction of 
a cellulose plant in British Co- 
lumbia and the offer by American 
*‘nterests to purchase the Pacific 
Great Eastern Railway in the same 
province as the first link in a pro- 
posed railroad to Alaska. 


Roosevelt Hospital 
Seeking Contributions 


In order to avoid curtailing its 
services, The Roosevelt Hospital 
is seeking contributions of one 
dollar per employee from all busi- 
ness firms in the congested mid- 
town area it serves. Because of in- 
creased wages and mounting costs 
of food and medicinal supplies, 
Roosevelt, like other hospitals, 
today is operating at a loss, ac- 
cording to Gayer G. Dominick, of 
Dominick & Dominick, chairman 
of the executive committee. 

Founded in 1869 by James H. 
Roosevelt, a bachelor, who be- 
queathed the bulk of his estate to 
the institution, The Roosevelt 
Hospital occupies the original site 
on the block bounded by Ninth 
and Tenth Avenues and 58th and 
59th Streets. In 1946, its accident, 
emergency and out-patient depart- 
ments treated 89,000 persons and 
its ambulance service responded 
to 9,166 calls. Roosevelt’s ambu- 
lance district extends from 39th to 
86th Street and in most of that 
area from the Hudson River to 

Park Avenue. 





(Continued from page 1515) 
can be paid with less hardship 
and less effect on business than 
would be possible under less fa- 
vorable circumstances. High pro- 
duction was achieved in 1946 with 
present tax rates. I believe that 
we can go ahead in 1947 with the 
same general tax rates without 
any decrease in production. 

Under present economic con- 
ditions, it is sound policy to 
achieve a substantial budget sur- 
plus, and to apply that surplus to 
reduction of the public debt. In 
the budget, net receipts for the 
fiscal year ending June 30, 1948, 
were estimated at $37,700,000,000. 
The Congress has already ap- 
proved an extension of the so- 
called war excise tax rates which 
will increase net receipts by $1,- 
100,000,000, to a total of $38,800,- 
000,000 for the fiscal year 1948. 
The President’s budget estimates 
expenditures for the fiscal year 
1948 at $37,500,000,000. A confer- 
ence committee of the House and 
Senate is considering legislative 
budget estimates of expenditures 
ranging from $31,500,000,000 to 
$33,000,000,000. It is too early to 
know whether or not expenditures 
during the fiscal year 1948 will 
actually fall below the original 
budget figure of $37,;500,000,000. 
Once taxes are reduced it would 
not be easy to reverse the action 
taken and restore them. It would 
appear sounder to await more def- 
inite evidence on budgetary de- 
velopments for the fiscal year 1948 
before proceeding with considera- 
tion of tax cuts. I feel reasonably 
certain that such surplus as is 
likely to be realized will not ex- 
ceed what will generally be re- 
garded as a proper installment of 
reduction in the public debt. 

The public debt now stands at 
about $260,000,000,000. This is ap- 
proximately $20,000,000,000 less 
than the peak reached about a 
year ago. The reduction thus far 
has been made by drawing down 
the Treasury cash balance from a 
high war level to a peacetime 
level, but further reductions can 
be achieved only out of a surplus 
of receipts over expenditures. 

Interest charges on the debt 
have been kept at a minimum by 
a judicious policy of financing at 
low interest rates. Bond prices 
have been held stable. This policy 
keeps down the burden on the 
taxpayer and inspires’ business 
confidence. 


Urges Debt Reduction 


When national income is high, 
as it now is, the public debt should 
be reduced. We now have an op- 
portunity to demonstrate our de- 
termination to pay off the debt. 
I believe that we should begin a 
program of debt retirement with 
the largest feasible reduction. We 
should take full advantage of our 
present opportunities. It may be 
that in the future there will be 
years when it will be unwise to 
try to retire any part of the debt. 
If, however, we reduce the debt 
as rapidly as we can in good years, 
there will be less cause for con- 
cern if we have to omit debt re- 
tirement in some future year. 

Although I do not believe that 
tax reduction is appropriate at this 
time, I am sure that basic tax re- 
visions, involving substantial re- 
ductions of present taxes, will be 
possible at a later time. The ex- 
tent and nature of these tax re- 
visions will depend on budgetary 
and economic developments. At 


to foresee what the requirements 
of peacetime public expenditures 
will be. Future defense expendi- 
tures, in particular, will depend 
on how safely we establish the 
peace. 


It is important, however, to keep 
in mind certain essential require- 
ments of a sound tax system, so 
that any immediate action will not 
prejudice desirable long-run re- 
visions. The tax system should 
| produce adequate revenue. It 
should be equitable in its treat- 





the present time it is impossible 





No Need of Tax Reduction 


ment of different groups. It should 
interfere as little as possible with 
incentives to work and to invest. 
It should help maintain the broad 
consumer markets that are essen- 
tial for high-level production and 
employment. Taxes should be as 
simple to administer and as easy 
to comply with as possible. 

These principles should govern 
the development of the postwar 
tax system in America. In line 
with these principles, the Treas- 
ury has been and is now studying 
basic tax problems, many of them 
in close collaboration with the 
staff of the Joint Committee on 
Internal Revenue Taxation, and 
will be ready to assist the Com- 
mittee in every way possible. 

I turn now to some specific 
comments on H. R. 1. In connec- 
tion with our consideration of 
H. R. 1 and numerous inquiries 
for information relating to certain 
other suggestions for reduction of 
the individual income tax in 1947, 
the Treasury Department has com- 
piled a large amount of data. I 
have appended to my statement 
some of the more significant ma- 
terials for the use of the Com- 
mittee. 

H. R. 1 includes a general re- 
duction of individual income tax 
rates and a special additional ex- 
emption for taxpayers over 65 
years of age. Under the rate re- 
ductions in H. R. 1, all taxpayers 
with net incomes below about 
$303,000 would have their present 
income tax reduced by a flat 20%. 
For higher incomes the cut would 
become gradually smaller until it 
reached 10.5% above $5,000,000. 
Only about 1,100 taxpayers would 
get less than a 20% reduction. Ex- 
emptions of taxpayers over 65 
years of age are raised by $500.1 


Opposes Across-Board Tax Cut 


The bill would reduce revenues 
by about $3,500,000,000 in a full 
year. Of the total, $3,300,000,000 
would be attributable to rate re- 
ductions and $179,000,000 to the 
increase in exemptions for tax- 
payers over 65.2 

As I view the matter, if a 1947 
tax bill has any place at all in the 
management of our financial af- 
fairs, it should be dedicated to 
bringing relief primarily to tax- 
payers who have borne extraordi- 
narily heavy burdens during the 
war and postwar transition years. 
As the President stated in his 
Budget Message, when the time 
comes for taxes to be reduced, 
millions of taxpayers with small 
incomes will have a high priority 
i the claimants for tax re- 
ief. 


Even if tax reduction were now 
appropriate, the method of reduc- 
tion adopted in H. R. 1 would 
not appear to be equitable. The 
bill would give too little reduction 
to lower incomes and relatively 
too much to higher incomes. This 
can be seen by looking at the ef- 
fect of the proposed reduction on 
net incomes after tax and by com- 
paring taxes under the bill with 
those in effect before the wartime 
increases. Exhibit 1 and Chart 1 
show that while the tax relief at 
the bottom of the income scale is 
not significant in relation to tax 
burdens at these levels, the in- 
comes left after present law taxes, 
by comparison, are disproportion- 
ately increased at the top of the 
scale. Exhibits 2 and 3 show that 
H. R. 1 would wipe out most of 
the wartime increase in taxes on 
very large incomes, It would leave 
taxes on other incomes much 
higher than before the war. 

To be sure in a comprehensive 
revision of the tax system we 
should not be bound by the pre- 
war rates. Such a revision would 
aim at equitable adjustments, in- 
centive effects and sound admin- 
istration under peacetime condi- 
tions. This would necessarily en- 





1In the case of joint returns, exemp- 
tions are increased by $1,000 where 
both husband and wife are over 65 and 
each has $500 or more gross income. 

2 Estimates of tax liabilities are made 
for calendar year 1947. 








tail consideration of excise taxes, 
corporate taxes and death taxes 
as well as the individual income 
tax. Such a comprehensive re- 
vision cannot be accomplished in 
an interim bill. We should guard 
against action now with respect to 
any one type of tax which might 
make it impossible later to fit 
that tax together with the other 
taxes into a well-balanced peace- 
time tax system. 


Tax Relief for Aged 


One feature of H. R. 1 is ad- 
dressed to a_ special situation. 
Provision is made for a $500 spe- 
cial tax exemption for persons 
over 65 years of age. It is esti- 
mated that this special allowance 
would give relief to about 2,900,- 
000 aged persons of whom 900,006 
would become non-taxable. 

We all realize that the recent 
price rises have imposed hardships 
on all persons with low fixed in- 
comes. This group includes per- 
sons over 65 living on pensions or 
small amounts of other income. 
It also includes persons under 65 
with fixed incomes. I do not be- 
lieve that it would be fair to grant 
a special income tax exemption to 
persons over 65 and not to sim- 
ilarly situated persons under 65. 
There are many other special 
groups with characteristically low 
incomes pressing for special ex- 
emptions. To grant such an ex- 
emption to one group would make 
it less defensible to deny it to 
others. 

I wish to repeat that in my opin- 
ion both the economic situation 
and the size of the public debt 
point definitely to the need for 
keeping present levels of taxation. 
I assure you that the Administra- 
tion is determined as is the Con- 
gress to hold Government ex- 
penditures for the fiscal year 1948 
to the lowest level consistent with 
our national obligations and pub- 
lic needs. I am convinced that the 
entire surplus which is likely toe 
be realized in 1948 should be de- 
voted to the reduction of the pub- 
lic debt. It will be time enough 
to enact tax reductions when and 
if there is definite evidence that 
the 1948 surplus is greater than 
prudence requires to be applied 
towards reduction of the public 
debt. 


First Securities Co. 
Of Kansas Is Formed 


WICHITA, KANS.—Announce- 
ment has been made of the forma- 
tion of First Securities Co. of 
Kansas, Inc., with offices in the 
Schweiter Building. Principals are 
Carl A. Morawitz, Vernon T. Mc- 
Combs, D’Arcey L. Mundon, Roy 
F. Preston, H. M. Barrett, and Ray 
T. Reed, Jr. A branch office will 
be maintained in the Insurance 
ong Building, Kansas City, 

oO. 

The firm has purchased the 
equipment of the Kansas and 
Missouri offices of The Crummer 
Co., Inc. and will continue in the 
municipal bond investment busi- 
ness from offices previously 
occupied by that company. 


R. Page Mason With 
Luckhurst & Co., ‘Inc. 


Luckhurst & Co., Inc.; 40 Ex= 
change Place, New York City, :an- 
nounce that R. Page Masen, for 
many years associated with Allen 
& Co., has become affiliated with 
them as Director of Public ‘Rela- 
tions. Mr. Mason’s previous: affili- 
ations included The Philadelphia 
National Bank, The Federal Re- 
serve Bank of Boston and the 
Shawmut Corp. 








——SSE 
Jennings in Pittsburgh 
PITTSBURGH, PA.—Brook H. 

Jennings is engaging in a secur- 

ities business from offices at 523 

East End Avenue. 


_ 
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Central State Group of I. B. A. 
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Wm. J. Corbett, Jr.. Martin, Burns & Corbett; Geo. S. Channer, Jr., Channer Arthur W. Hoffman, Paul H. Davis & Co.; Edgar F. Grimm, Kidder, Peabody 
Securities Co.; P. K. van Winkle. Paine, Webber, Jackson & Curtis. & Co.: Robert A. Podesta, Julien C ollins & Co. 
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Alfred S. Wiltberger, Blyth & Co.: Nathan D. McClure, Harriman Ripley & Co; 
Wm. A. Fuller, Wm. A. Fuller & Co 
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Edward C. George, Walter J. Fitzgerald, Walter E. Lang, and (standing) Nathan 
D. McClure, all of Harriman, Ripley & Co. 
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Jennett. First National 


“Eee Ee Mea | ee : - of Chicago: E. J. 
L. Martin, Martin, J. V. Snydacker, First Nat onal Bank of | ¢ J ener 
ree Bank of Chicago;'Clarence A. Bickel, The Wisconsin Co., Milwaukee. 


Chas. H. Loomis, First National Bank of St. Paul, Minn.; 
Burns & Corbett; Robert L. John, Woodard-Elwood & Co., Minneapolis. 
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Eleventh Annual Conference 


Edgar F. Grimm, Kidder, Peabody & Co; David L. George R. Torrey, Kebbon, McCormick & Co.; Paul Henry T. Berblinger, Sills, Mintun & Co.; Qwen Vin 
Shillinglaw, Shillinaglaw, Bolger & Co. A. Sellers, The Illinois Co.; John A. Kelly, Smith, Camp. Enyart, Van Camp & Co. 
Barney & Co. 








John S. Loomis, The Illinois Company; Loren A. Cochran, Wm. Blair & Co.: G. L. Teach, A. C. Allyn & Co.: T. M. Wakely, A. C. Allyn & Co.; R. M. Clark, 
T. B. MacDonald, Bluth & Co., New York; Nathan D. McClure, Harriman Ripley Lee Higginson Corp.; J. D. Casey, Jr., Lee Higginson Corp. 
& Co. (standing); C. F. Rudoloh, Blyth & Co., Inc. (standing). 





_ J. O. Stewart, F. S. Yantis & Co.; Ralph W. Davis, Paul H. Davis & Co.; Fred W. J. Preston Burlingham, Bacon, Whipple & Co.;: James M. Howe, Farwell, Crap- 
Fairman, Jr., Fred. W. Fairman & Co.; Benj. Doescher (standing), F. S. Yantis & Co man & Co.; Wm. D. Kerr, Bacon, Whipple & Co 


Joseph Ludin, Dillon, Read & Co., New York: Mahlon O Bradley, Paine, Web- 


aie : Frank L. is , i is j Pee — 
ber, Jackson & Curtis, Chicago; Ira N. Loren, Otis & Co., Chicago. 1k Reissner, Indianapolis Bond & Share Corp., Indianapolis; Edgar A. 


Peck, and John J. Weishel, Wm, C. Gibson & Co., Chicago, 








Jolume 165 Number 4578 


THE COMMERCIAL & FINANCIAL CHRONICLE 


In Chicago, March 13th and 14th 


j 


anklin B Schmick Str T i c d W R R B Le J V € 
iF . . ; raus & Blosse “ Richar ‘j & 
simmons, Lee Higginson Corp , , M Fr ° rink r, ohn wuveen e¢ ea. Henry D Newman I Dunne Th Wis Ss ( 2) V j V uKeCE 
a0 ste > . ’ . ° « Ae c a . > isc : / re ) >* 
ac al lane, Alfred O Cara & Co. Donaid i cFarland Batans a ae Mir me ‘lis 
c 4s @ < As ’ 4 u -O , inneapo 1s. 


W m. H. Watterson Fahei ¥ C 

. “ - ’ ey, Clark & C Dos Cleveland; Arthur M Newton H | 

2 : s , c 3 - v . ’ a yden, Ow nn Va ( am E71 yar Vai ( ar ) & 6 F ; ae: i J i 

Mille & CA Cleveland: Nathan S. Sharp R S Dickson & ( O., Chicago. Chinas ® they norte ss anata Van Gone Ae . , one “ ' m ™ - 
. ’ ° . ’ ares ’ 4 ~V. 


C. W. Laing, John Nuveen & Co., Chicago; C F. Turben, Merrill, Tur & C P iff 
Cleve ; al a Marty an a en 7 : ¢ urben & Co.., Myron F. Ratcliffe, Lehman Bros., New York, Harold A. Talber r C 
eveland; Larry Norton, Fahey, Clark & Co., Teledo. Chicago; Edward A. Nelson, Kidder, Peabody & Co, New York. —— 
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H. Gerald Nordberg, E. H. Rollins & Sons; John W. Allyn, A. C. Allyn & Co.; 


Fred T. Rahn. Martin B. Olsen, and Clifton L. Nourse, all of The Illinois Com- 
R. M. Clark, Lee Higginson Corp. 


pany, Chicago. 
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Discuss Municipal and Legislative Problems 


George Von Maur, and Edward Kaufmann, Jr George B. Wendt, First National Bank of Chicago; L. E. Shaughnessy, Park-Shauvghnessy & Co. St 
of Quail & Co., Davenport, Iowa. Carl N. Stutz, The White-Phillips Co.. Davenport, Paul Minn.; Walter I. Cole, Beecroft-Cole & Co.. 
Iowa: Charles A. Schoeneberger (standing), Otis & Topeka, Kans. 
Co., Chicago. 


Am ZF | 


S. A. Trimarco, Daniel E. Pcnick, and James N. Day, all of Fred. W. Fairman Rowland H. Murray, Ketcham, Nongard & Co.; David J. Harris, Sills, Minton 
& Co., Chicago. 1a! & Co.; James F. Quigg, Paine, Webber. Jackson & Curtis. 


T, C. Henderson, T. C. Henderson & Co,, Des Moines, Iowa; Franklin B. Schmick James P. Jamieson. Glore. Forac : a : : 
: ?, P *9 ’ — ’ é SF. , Glore, gan & Co.: W. F. Hunter. dH. !? } Co. 
Straus & Blosser, Chicago; Robert H. McCrary, McCrary, Dearth & Co., Des Moines Paui O. Frederick, Commerce Union Rank of Nashville. andl Taek Pe Condon 


Iowa. McDougal & Condon, Chicago. 


Irving H. Rudolph, Welsh, Davis & Co.; John R. O’Connor, SEC. Chicago: J ili i ; 
‘ : » W : ‘ >0.; Jo : ; » aes ago; John Philip F. Heintz, Goodbody & Ca:.: 
¥. Partridge, Welsh, Davis & Co. J. F. Kares, Jr., Goodbody & Co in 
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Bond Club of Syracuse Annual Election 
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Executives of Bond Club of Syracuse: (left to right) Roy H. Stokes, Merchants Marshal W. Day, Geo. D. B. Bonbright & Co., Retiring Secretary; Alvin G. Hageman, 
National Bank & Trust Co., Director; Charles T. Heaton, Wm. N. Pope, Inc., Secre- Syracuse Savings Bank, Treasurer; Wesley M. Bishop, R. H. Jolinson & Cu., Chairman 
tary; Edward L. Emmons, Reynolds & Co., Vice-President; Ernest R. Mulcock, E. R. of the Dinner Committee. 


Mulcock & Co., President; George W. Mason, Halsey Stuart & Co., Retiring President; 





inton 
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The following officers were elected for the year 1947° President, Ernest R. 
Mulcock of E. R. Mulcock & Co.: Vice-President, Edward L. Emmons of Reynolds & 
Co.: Secretary, Charles T. Heaton of William N Pepe & Co.; Treasurer, Alvin G. 
Hageman of Syracuse Savings Bank. 
30era of Governors are: Geerge W. Mason of Halsey 
Claybaugh & Co. 


The annual election of officers of the Bond Club of Syracuse was held Feb. 24 
in the small ballroom of the Hotel Syracuse. About 50 members and guests attended 
the dinner meeting, during which entertainment was provided by Miss Marion 
Jackels and her accordion. Also, Mr. Stanley Stoodman showed several moving 
pictures in sound and technicolor. 

The dinner committee consisted of: Wesley M. Bishop, Chairman, assisted by 

: Beverly H. Lapham and Horace F. Candee. 


The new members of the 7 ) 
Stuart & Co., retiring President; Norman C. Schmidt of Blair F. 
Ernest M. Cummings of George D. B. Bonbright & Co. 
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N.S.T.A. Testimonial Dinner for S.E.C. Members 


Robert K. McConnaughey, Commissioner. SEC; Edward E. Parsons. Jr., Wm. J. 
Mericka & Co., Inc., Cleveland, NSTA Executive Council; R. Victor Mosley, Stroud 
& Co., Philadelphia, President of NSTA. 


th 


Louis E. Walker, National Quotation Bureau, New York; James E. Treanor, 
Director Trading & Exchange Division, SEC; Thomas Graham, Bankers Bond Co., 
Inc., Louisville, Executive Council, NSTA. 


Edward H. Welch, Sincere & Co., Chicago, Secretary, NSTA: Michael J. Heaney, 
Jcseph McManus & Co., New Yerk, President of Security Traders Association of 
New York; James E. Treanor, SEC; Edward E. Parsons, Jr., Cleveland; Paul I. More- 
land, Moreland & Co., Detroit; J. Wilmer Butler, Baker, Watts & Co., Baltimore, 
Officer, NSTA; R. Victor Mosley, Philadelphia. 


; Michael J. Heaney, New York: Sumner Wolley, Coffin & Burr. Inc., Boston, 
President of Boston Security Traders Association: J, Wilmer Butler, Baltimore. 


Thursday, March 


Detroit; Franklin O. Loveland, Field, Richards & Co., Cincinnati, President of Cin- 
cinnati Stock & Bond Club. 


Lawrence N. Marr, FE. H. Rollins & Sons, Inc., Chicago, President of Bond Trad- 
ers Club of Chicago; Fred S. Fischer, H. N. Nash & Co., Philadelphia, President of 
Investment Traders Association of Philadelphia; Robert K. McConnaughey, SEC; 
Michael J. Heaney, New York; Franklin O. Loveland, Cincinnati: J Wilmer Butler, 
Baltimore. 


. 


Ludwell A. Strader, Scott, Horner & Mason, Lynchburg, Va., Chairman Munici- 
pal Committee, NSTA; Louis Loss, Counsel Trading & Exchange Division, SEC; 
Herbert H. Blizzard, Hess, Blizzard & Co., Philadelphia; James R. Duffy. Paine, 
Webber, Jackson & Curtis, Boston, Treasurer of NSTA. . 
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The Management of Our Monetary System 


(Continued from page 1510) 
1isuse of the public purse which 
he gold standard places in the 


ands of ever individual. There | 
re limits within which those who | 


vould manage an economy to 


heir liking cannot manage gold. | 
will fly elsewhere if abused. | 
:old says to every dictator: “Thus | 


far may you go, but no farther: 
itherwise, I shall flee.” It is for 
this reason that practically every 


sovernment dictator initiates his | 


‘oup or proposed managed econ- 
omy by suspending gold or other 
specie payments. 


Breaking From Gold Standard 


Our government freed _itselt 
from this brake in March, 1933. 
despite numerous and widespread 
protests and recommendations for 
a prompt return to a gold stand- 
ard; and every adult person 
knows something of what the 
spending orgy has been like since. 
The helplessness of each individ- 
ual, deprived of his power to 
exercise any direct control, should 
be obvious. 


Find an advocate of a govern- 
mentally - managed economy in 
this or any other country and one 
will almost invariably find a v°r- 
son opposed to a return to a gold- 
coin standard. It is among the be- 
lievers in the virtues of the pri- 
vate-enterprise system that one 
finds the advocates of a return to 
a gold-coin standard. These people 
rea’ize that a restoration of that 
standard means, among. other 
things, a restoration to the people 
of their control over the public 
purse. They know that a gold- 
coin standard is a basic instru- 
ment in economic and political 
democracy and that it alone can 
provide an objective monetary 


standard for measurement of 
values. They believe that the 
money of the nation is the 


people’s money. not the property 
of the political party in power 
to make and unmake as its in- 
terests seem to dictate. Since they 
believe that a nation’s money is. 
or should be, the people’s money, 
they want them to have the best 
that they can afford. 


The best thus far devised by 
man is gold, and the people of 
this country can stil afford the 
best, although the time well may 
come when we cannot afford the 
best if we persist in using cheaper 
and cheaper currency, and the 
price of gold should rise to much 
greater heights. 


In the short space of less than 


a year — from March, 1933, to 
January, 1934— our government’s 
poiicy of “managing” our cur- 


rency brought about a rise of 
69% in our price for gold. In 
other countries, the rise in terms 
of local currencies was and has 
been still greater. In some, the 
price of gold in terms of their so- 
called “managed” currencies is 
reaching fantastics heights. 


Although confronted with such 
evidence, a multitude of people 
seem unable to understand the 
lesson involved. They still argue 
for a cheav so-called “managed”’ 
currency. They vretend to believe 
that a cheaper thing is better than 
the more valuable thing as these 
values are tested in objective. 
open markets. This is probably 
because they think of the conven- 
ience of paper money as compared 
with gold in common transac- 
tions and fail to consider or to 
understand such fundamentals as 
the reserve and clearing functions 
of gold and its superior quality as 
a storehouse of values over long 
periods of time. Then there is that 
emotional reaction revealed in the 
common notion that paper money 
is the money and friend of the 
so-called common man while goid 
is associated with the wealthy and 
is supposed, in some manner, to 
bring harm and distress to the 
man of little substance. Bryan’s 
famous speech, “Crucified on the 





| indeed, it was not chiefly respon- 


sib!e for them. 


New Deal Monetary Management 


It is doubtful that any weil- 
thought-out program of monetary 
management existed when the 
suspension of gold payments was | 
instituted by our government in 
March, 1933. The closing of the 
banks forced a temporary sus- 
pension of gold payments. But | 
with their opening, there appears | 
to have been no good reason why 


One can only speculate as to 
the extent of that tragedy. That 
Conference had as one of its chiet 
purposes the stabilization of cur- 
rencies and an opening § and 
stimulation of foreign trade. The 
President’s message of July 5, 
1933, appears to have involved a 
repudiation of what he had ad- 
vocated, in his dealings with other 
nations, up to as late as May 16, 
1933. On that date he issued an 
appeal to the nations of the world 
to help end economic chaos, anu 


a resumption of gold payments| said that “Common sense points 
and of the preceding gold stand-| out that if any strong nation re- 
ard could not have taken place.| fuses to join with genuine sin- 
For several months after March,|cerity in these concerted efforts 
1933, the Administration’s mone- |for political and economic peace 
tary policies seem to have cen-/|:.. progress can be obstructed and 
tered chiefly in doing those things | u timately blocked. In such event 


which it was 
raise prices, and to drift along | 
until someone cou!d suggest what 
would appear to be a more fun- 
damental principle that would ap- 
peal to the President. It was the 
President’s friend, Professor War - 
ren, agricultural economist of 
Cornell University, that appar- 
ently did most to supply the 
President with such a program— 
at least that part of it that was 
instituted in October, 1933. 


On May 7, 1933, the President 
stated that he had “the definite 
objective of raising commodity 
prices to such an extent that 
those who have borrowed money 
will, on the average, be able to 
repay that money in the same 
sind of dolar which they bor- 
rowed.” 1 

On May 12, 1933, the so-called | 
Thomas Inflation Amendment to 
the Agricultural Adjustment Act 
was passed. This notoriously bad 
law provided for currency expan- 


supposed would | the civilized world .. 


| in 





sion and depreciation in a variety 
of ways. It permitted the Secre- 
tary of the Treasury to enter into 
agreements with the Federal Re- 
serve authorities under which the 
Reserve banks were to purchase 
and hold $3 billion of Treasury 
bills and other United States Gov- 
ernment securities in addition to 
those already held. It authorized 
the issuance of fiat United States 
notes up to a total of $3 bi lion. 
It authorized the President by 
proclamation to reduce the weight 
of the gold dollar by as much as 
50% and to institute a bimetallic 
monetary standard at any ratio 
between gold and silver that he 
might choose—that is, the Presi- 
dent could reduce the weight of 
the silver dollar in any amount 
he might select. It authorized him 
to accept foreign silver in pay- 
ment of foreign debts owed the 
United States at an artificially 
high price of 50 cents per ounce 
up to the amount of $200,000,090, 
and to issue si ver certificates 
against overvalued silver. (The 
price of silver in 1933, in terms 
of our depreciating paper cur- 
rency ranged from approximately 
25 to 45 cents per ounce, the 
average for the year being ap- 
proximately 35 cents.) This same 
law also authorized the Federal 
Reserve Board, with the approval 
of the President, to declare that 
an emergency exists by reason of 
credit expansion and to increase 
or decrease the reserve balances 


to be maintained by banks against | 


either time or demand deposits. 


Wrecking of Londcn Conference 


On July 3, 1933, the President | 


sent a message to the London 
Economic Conference in which he 
said that “the United States seeks 
the kind of dollar which a genera- 
tion hence wil have the same 
purchasing power and debt-pay- 
ing power as the dol ar we hope 
te attain in the near future.” 2 
This message. which revealed that 
the President had embraced a 
nationalistic “managed” currency 
program, wrecked that Confer- 
ence which promised so much 
good for the world. 


1 The Public Papers and Addresses of 


Franklin D. Roosevelt (Random House, 


Cross of Gold,” at least exempli- | New York, 1938), Vol. 2, p. 166. 
fies this thought and attitude if, | 2 Ibid., p. 265. 





. will know 
where responsibility lies. I urge 
that no nation assume such a re- 
sponsibility, and that all the na- 
tions joined in these great con- 
ferences translate their professed 
volicies into action.” 3 On July 3, 
the President proceeded to wreck 
that Conference by sending his 
message of that date. 

Eleven years later, and after 
another World War, the causes of 
which apparently were given new 
life and magnified by the failure 
of the London Conference of 1933, 
our Federal Administration came 
“round to some of the basic no- 
tions repudiated in Ju’y of that 
year and embodied them in part 
in the Bretton Woods proposals. 


The Gold Buying Program 


On Oct. 22, 1933, the President 

the fourth of his so-called 
radio “Fireside Chats” announced 
that he was instituting the War- 
ren gold-buying program which 
rested in large part uvbon an as- 
sumption that the price level 
could be raised by increasing the 
price of gold. Of this proposed 
program the President said in 
part: “When we have restored the 
price level. we shall seek to es- 
tablish and to maintain a dollar 
which will not change its pur- 
chasing and debt-paying power 
during the succeeding genera- 
tion. .. . “My aim in taking this 
step [that is, buving and selling 
gold! is to establish ®nd maintain 
continuous control. This is a pol- 
icy not an expedient. It is not 
to be used merely to offset a tem- 
porary fall in prices. We are thus 
continuing to move toward a 
managed currency.” 4 


Such a policy was without sup- 
vort in experience. It was the 
vroduct of a thoroughly unscien- 
tific use of imagination, and it 
failed to produce most of the 
promised results. 

In addition to what was already 
known about the statistical faking 
involved in the fixing of the 
prices of go'd between Oct. 25. 
1933, and Jan. 16, 1934. former 
Secretary of the Treasury 
Morgenthau’s diary is revorted to 
throw the following light upon 
that episode: “The actual price 
on any given day made little dif- 
ference. The amounts settled on 
were generally arbitrarv. One 
day, for instance, the bedside con- 
ference decided on a rise of 21¢; 
‘Tt’s a lucky number,’ the Presi- 
dent remarked, ‘because it’s three 
times seven.’” Mr. Morgenthau 
commented “If anybodv- ever 
knew how we really set the gold 
orice through a combination of 
lucky numbers, etc.. I thin' they 
would reallv be frightened.” 5 

The juggling of prices of go'd 
ended on Jan. 13. 1934. when the 
President under authority of the 
Gold Reserve Act of 1934. raised 
the price of an ounce of gold from 
the $34.45 of Jan. 16, to $35. Thus 
ended that attempt to control 
prices by changing the price of 
gold. For the 13 years since, this 





aaa ve. estas 

4 Ibid., pp. - ‘ 

5 Sonetben Grossman, The New Deal 
Grain and Gold Buying Programs, 1933- 
1934, a paper read at the Annual Meet- 


\ing of the American Historical Associa- 


tion, Hotel Pennsylvania, New York City 
(Dec. 30, 1946), p. 5. 








country has been fortunate in es- 
caping any repetition of such an 
experiment. 

The Gold Reserve Act of Jan. 
30, 1934, was a thorough-going 
managed-currency law. It incor- 
porated some of the statutes and 
Executive orders of doubtful 
legality that had preceded, and 
provided for a large proportion 
of the managed currency policies 
that followed. Considerable por- 
tions of that statute are still in 
effect. 


It provided for the nationa iza- 
tion of gold. It ended the redemp- 
tion in gold of any of our cir- 
culating money. It changed the 
gold reserves of our Federal Re- 
serve banks to gold certificate 
reserves. It authorized the Secre- 
tary of the Treasury to prescribe 
the conditions under which gold 
may be acquired and held, trans- 
ported, melted or treated, im- 
ported, exported, or earmarked. It 
ended further minting of gold 
coins for the United States. It au- 
thorized the President to fix the 
weight of the gold dollar at not 
less than 50% nor more than 60% 
of the existing weight. It gave the 
President the power to reduce the 
weight of the silver dollar in the 
same percentage that he reduced 
the weight of the go'd dollar. It 
authorized the Secretary of the 
Treasury, with the approval of the 
President, to buy and sell gold at 
any price he might choose. It 
created a Stabilization Fund of 
$2.000.000.000 out of the $2,800,- 
000,000 profit from devaluation, to 
be used by the Secretary of the 
Treasury in his dealings in gold. 
foreign exchange, and other credit 
instruments. 


Way Opened for Monetary 
Manipulation 


Although the power of the 
President to alter the weight of 
our standard gold unit was per- 
mitted to expire on July 1, 1943, 
most of the provisions of the 
Gold Reserve Act of 1934 still 
stand and, until altered, leave the 
way open for monetary manipula- 
tion by the President or the Sec- 
retary of the Treasury. 

A relatively large number of 
claims were advanced by the sup- 
porters of alterations in the dol- 
lar price of gold and in the 
weight of the gold dollar as a 
means of managing our economy 
by “managing” our currency. Ex- 
ports, they insisted, would be en- 
couraged and imports discouraged. 
Prices would be_ raised. The 
burden of debts would be reduced. 
The dollar would be brought in 
line with other currencies. More 
gold dollars were needed and 
would be created. Productivity 
would be increased. 


The theory regarding the ex- 
pansion of experts and the re- 
strictions of imports overlooked 
the other factors that might op- 
erate; and, fortunately for illus- 
tration of monetary principles, the 
effects proved to be just the op- 
posite of what it was alleged 
would follow. From February. 
1934, to the peak in October, 1937 
(before the recession of 1937- 
1938) exports increased 104%. 
From February, 1934, to the peak 
in March, 1937, imports increased 
131%. Relative prices, incidental 
to prosperity and depression, and 
still other factors, rather than the 
price of gold, were clearly the 
factors of major importance in 
determining the volume of our 
exports and imports. 


Statistics also show the com- 
plete lack of validity in the con- 
tention that prices in general 
would respond in some fixed or 
predictable manner to a change 
in the price of gold or in the 
weight of our gold dol ar. During 
the first three months in which, 
under the Warren gold-buying 
program, the dollar price of gold 
was being raised, prices sagged. 
Only in the last month, January, 
was there any rise, and even that 
was small. From October, 1933 
(back of which we cannot go for 
the effects of enforced currency 
depreciation and devaluation), to 








the highest point, before the re- 
cession of 1937-1938 set in, prices 
at wholesale rose slightly more 
than 22%. By May, 1938, they 
were only 9% above the prices 
of October, 1933. And yet the 
price of gold had been raised 69%. 
From the low in who-esale prices 
of 60.2 in March, 1933, to the high 
of 88 in 1937, the rise in the 
wholesale price level, resulting 
from all varieties of currency ex- 
pansion, recovery in productive 
activity, restoration of confidence, 
natural and enforced depreciation 
of the dollar, devaluation, and all 
other contributing factors, 
amounted to 46%. 


What Experience Should 
Teach Us 


In short, a careful examination 
of all the pertinent evidence 
shou d teach us, what experienced 
monetary economists knew in 
1933, namely, that it is not possi- 
ble to demonstrate that prices in 
general will respond in any pre- 
cise manner to any percentage of 
devaluation. It is, however, easy 
to demonstrate from our experi- 
ment in 1933-1934 that the notion, 
then widely advanced, that if the 
price of gold were raised by 69% 
the price level would respond in 
approximately the same percent- 
age, was naive indeed and with- 
out any foundation in fact. 

The evidence regarding the ef- 
fect of deva uation on our domes- 
tic debts is of a similar nature. 
One of our United States Senators, 
who was then a leader in cur- 
rency manipulation in this coun- 
try, insisted that the devaluation 
of our dol'ar by 41% reduced the 
debt burden by the same percent- 
age! The simple fact of the matter 
is that devaluation of our dollar 
had no measurable effect upon 
debtor-creditor relationships. 
These contracts, expressed in dol- 
lars, stood at exactly the same 
amount after, as before, devalua- 
tion. If, however, any of our 
neople owed foreigners, and these 
debts were payable in gold or a 
foreign currency, the burden of 
these debts was increased 69% 
and the burden of debts owed by 
foreigners to us was reduced 41% 
as compared with what would 
ave heen the case without de- 
valuation. 


The notion that our dollar 
should be brought “in line” with 
other currencies was a variety of 
fallacious thinking in the field of 
money that seemed to descend 
upon this country in 1933. The 
answer can be brief: If a good 
currency must be devalued every 
time some unsound currency de- 
»reciates, then we have indeed 
“ound a new principle in the field 
of money. The cheapest or worst 
-urrency becomes the “best,’”’ and 
‘the most valuable or best cur- 
rency becomes the ‘worst.’ Such 
thinking apparently rests largely 
upon a confusion of a depreciating 
medium of exchange with real 
wealth. Even today it appears 
that we have not completely freed 
ourselves from the grip of this 
particular variety of economic il- 
literacy. 


The notion that we needed 
more gold dollars to give us the 
desired price level had no basis in 
fact. In June, 1920, when the price 
level stood at 167% of that of 
1926, this nation’s gold supply 
was only $2,865,482,000. In Janu- 
ary, 1934, when there was sup- 
posed to be a scarcity of gold, and 
devaluation took place, the go'd 
supply was up to $4,033,000,000 
while the price level was 72.2% 
of that of 1926 and less than half 
that of May-June, 1920. In De- 
cember, 1946, our gold supply 
was $20,529,000,000 and yet the 
price level was only 139.6% of 
that of 1926 and still well be'ow 
that of May-June, 1920, when our 
gold supply was only about 1/7th 
of what it was in December, 1946. 

The contention that devaluation 
would and did increase the pro- 
ductivity of this country is simi- 
larly refuted by the facts. In the 
United States, the sharpest Jump 
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in productivity for the period 
March, 1933, to the peak of 
March-May, 1937, came before the 
dollar-depreciation procedure of 
October 25, 1933, was launched. 
The index of productive activity 
(average for 1923-1925—100, ad- 
justed for seasonal variation) in- 
creased from 60 in March, 1933, 
to 96 in July, an increase of 60%. 
it reached 122 by March-May, 
1937, and by May and June, 1938, 
it had fal’en to 77, one point be- 
low the level prevailing when 
enforced depreciation of the dol- 
lar was instituted in October, 
1933. 

From October, 1933, to March, 
1937, the index increased from 78 
to 122, an increase of 58.5%. If 
devaluation of the dollar was the 
sole cause of the increase in pro- 
ductive activity after October, 
1933, and to March, 1937, then it 
had less effect on productivity 
over a period of 41 months than 
those forces, other than devalua- 
tion, had during a period of four 
months prior to devaluation. Then 
we should remind ourselves that 
the index of productive activity, 
following the depth of the re- 
cession in 1920-1921, rose from 
61 in April, 1921, to 107 in April, 
1923, an increase of 67% in a 
period of 24 months and without 
the alleged “benefits” of devalua- 
tion. 

In a study called “Business Re- 
covery Not Brought About by 
Susvension of the Gold Standard,” 
in “The Annalist” (Aug. 21, 1936), 
Dr. Rufus S. Tucker presented 
statistical evidence with respect 
to the experiences of 34 countries 
which yielded the conclusion that 
the suspension of specie payments 
and depreciation or devaluation of 
a currency did not cause a prompt 
turn toward recovery, as sO com- 
monly a'leged in 1933 and 1934, 
and, sometimes, even today. He 
said: “It is clear that the turning 
point in the United States and 
nine of the leading industrial 
countries of Europe came in the 
months of June, July, or August, 
1932, whether or not the countries 
had abandoned the gold standard. 
And it is also plain that recovery 
followed quickly on the abandon- 
ment of the gold standard in only 
two countries—Latvia and Japan. 
It usually came either before 
abandonment, or at least seven 
months later. In 17 countries re- 
covery came first; in 16 countries 
depreciation came first; in one 
country, Palestine, the two came 
together. There is no reason to 
conc ude that currency deprecia- 
tion caused or helped recovery.” 
Apparently no evidence has been 
produced that invalidates in any 
respect the conclusions of Dr. 
Tucker. 

Silver Laws 


The various silver laws, Presi- 
dential proclamations, and poli- 
cies pursued in this country in 
respect to silver since early 1933 
have not been parts of a managed 
currency policy except in so far 
as a policy of expansion has been 
involved. In all other respects, 
and, doubteless, basically, the 
policies with respect to silver 
have revealed, chiefly and with 
minor exceptions, a_ persistent 
willingness on the part of Con- 
gress and the President to yield 
to a highly organized pressure 
group — the silver mine interests 
—whose members have pressed 
persistently for an increased sub- 
sidy — that is, a price for their 
product considerably in excess of 
its value in the open market. The 
story of these laws, proclamations, 
and policies is long and intricate, 
but in the main it comes under 
the head of a national scandal. 

First came the Act of May 12, 
1933. Then on Dec. 21, 1933, the 
President issued a proclamation 
fixing a subsidy price of 64.64 
cents per fine ounce for domestic 
silver. This policy of fixing prices 
of domestic silver by Presidential 
proclamation continued until 
Congress fixed the domestic price 
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at 71.11 cents per ounce b 
statute on July 6, 1939. 

The Gold Reserve Act of 1934 
contained provisons favorable to 
the silver interests. 

Then came the Silver Purchase 
Act of June 19, 1934. It not only 
authorizes but directs the Secre- 
tary of the Treasury to buy silver 
at a price which he shall designate, 
until the supply of silver shall 
equal in value one-fourth of the 
monetary value of our stocks of 
gold and silver, or until the price 
of silver shall rise to $1.2929 per 
fine ounce, This law has been 
confined to the purchase of for- 
eign silver. 

It was the general practice of 
former Secretary of the Treasury 
Morgenthau to maintain the buy- 
ing price of the silver purchased 
from foreign sources above what 
would appear to be the competi- 
tive price in free world markets, 
the theory underlying this prac- 
tice differing from time to time 
according to which group it was 
proposed to favor. Perhaps in- 
variably the first consideration 
was to favor our own silver pro- 
ducers, whose silver prices were 
in general fixed by the President, 
until July 6, 1939, as high as, or 
higher than, the Treasury’s arti- 
ficially high prices for foreign sil- 
ver. But in some instances foreign 
producers were also the objects 
of our favor, as, for instance when, 
in the case of Mexico, the OPA, 
in August. 1942, authorized a pay- 
ment of 45 cents, instead of the 
preceding 35 cents, per ounce for 
Mexican silver. One reason given 
was that this would help Mexico 
collect more in taxes! 

During an early stage of this 
pregram, prices for foreign silver 
had been raised to “aid” China, 
so the silver-subsidy group al- 
leged, by giving her a high price 
for her silver. What we did was 
to drain her silver from her and 
throw her into a system of incon- 
vertible paper money, thus weak- 
ening her greatly at the very time 
that she should have been strong 
in her fight against Japan. 

With the entrance of the United 
States into World War II, silver 
became a strategic metal in our 
armament program, In order not 
to divert silver to the Treasury 
and away from the _ industries 
which needed it, former Secretary 
of the Treasury Morgenthau dis- 
continued buying silver for the 
Treasury in an effort to see that 
it flowed to the war industries. 
He took this step in the face of 
the Silver Purchase Act of 1934 
which required him to continue to 
purchase all foreign silver offered 
for purposes of adding to the na- 
tion’s monetary supply of silver. 
As a consequence, the Secretary 
found himself in the awkward po- 
sition of violating this law of Con- 
gress in an effort to do the proper 
thing by the war effort; yet Con- 
gress, in deference to the pressure 
from the Congressional silver bloc 
—of which the spearhead was the 
Senate Special Silver Committee 
—failed to relieve the Secretary of 
the Treasury of this embarrass- 
ment by repealing that law. 


More than once Secretary Mor- 
genthau recommended to Con- 
gress. and told the press, that he 
would have been happy to see all 
our silver subsidy laws stricken 
from our statute books, but Con- 
gress continued its well-nigh in- 
variable policy of kowtowing to 
the silver bloc. Large numbers of 
independent monetary economists 
have urged again and again, the 
repeal of th's law. 


On July 6, 1939, Congress 
passed, in deference to the silver- 
subsidy bloc, what is known as a 
domestic silver purchase law un- 
der which the Secretary of the 
Treasury was required to purchase 
the domestic outvut of silver at 
71.1 1 cents per fine ounce—a price 
far in excess. perhaps twice as 
great. as the value of silver in the 
world markets at that time and 





for much of the period since. This 
law, which replaced the fixing of 
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subsidy prices for domestically- 
produced silver by Presidential 
proclamation, has been just as in- 
excusable as the Silver Purchase 
Act of 1934, the silver sections of 
the Gold Reserve Act of 1934, and 
the proclamation prices, and, as 
a consequence, independent mone- 
tary economists have repeatedly 
urged that it be stricken from our 
statute books. 

The silver bloc had all along 
been so insistent on getting a sub- 
sidy from the United States Treas- 
ury, apparently regardless of social 
consequences, that for a period of 
approximately 19 months after the 
United States entered the war its 
members were able to compel the 
Secretary of the Treasury to hold 
out of war use most of the Treas- 
ury’s huge hoard of surplus silver 
stored in its vaults at West Point 
and elsewhere, in an effort to give 
silver a scarcity value, despite the 
urgent needs of the war industries. 
In short, in so far as the members 
of the Congressional silver bloc 
were concerned, it appeared that 
the nation’s boys and men were 
expendable in this war but not 
the nation’s hoarded surplus sil- 
ver! It was only after understand- 
able exposures were made in some 
of the leading popular journals in 
this country in 1942 and 1943 that 
Congress passed a law providing 
for the sale or lease of Treasury 
silver for use in the war (and 
civilian) industries. 

But even under this law—the 
Green bill, effective July 12, 1943 
(Senator Green of Rhode Island) 
—the silver was not to be sold to 
these industries except at the do- 
mestic subsidy price of 71.11 cents 
per fine ounce. 

The Green Silver Act expired 
on Dec. 31, 1945, and Congress was 
not able to renew it because of the 
demands of the silver bloc that 
the silver interests be given a sub- 
sidy price considerably above the 
71.11-cent price specified in that 
law. Some members of the silver- 
subsidy bloc demanded a price of 
$1.2929 per fine ounce, Some 
asked for more. With the expira- 
tion of the Green Act and the 
inability of the Secretary of the 
Treasury to sell surplus or “free” 
Treasury silver under the terms 
of the Silver Purchase Act of 1934, 
industry was starved for silver. 

Finally, on July 19. 1946, Con- 
gress once more knuckled down 
tre the silver bloc and nassed a 
bill providing for a Treasury buv- 
ine and selling ~rice of silver at 
90.5 cents per fine ounce. The 
President signed this bill on July 
31 1946. 

Thus this nation’s silver scandal 
continues and seems to become 
provressively worse. Reminiscent 
of the great harm done China by 
our silver bloc in the 1930’s— 
forcing her from a silver to an 
inconvertible paner money, thus 
weakening her at the very time 
that she should have been strong 
in the face of Jananese aggression 
—are the adverse effects of our 
silver policies on India and Brit- 
ain. In June, 1946, India an- 
nounced the withdrawal from cir- 
culation of subsidiary silver coins 
of less that one runee. these to be 
renlaced by nickel coins. Shortly 
thereafter England replaced her 
silver with cunro-nickel and, in 
the words of Francis Hirst, one- 
time editor of “The Economist” 
(London), the British silver cur- 
rency had become “‘tinkling brass.” 

On May 10, 1946, 66 members 
of the Economists’ National Com- 
mittee on Monetary Policy issued 
a statement urging Congress and 
the President to reject the de- 
mands of the silver-subsidy bloc 
for 2 higher government-fixed 
price for silver and to permit free- 
market determination of the prices 
of silver. But Congress, at least 
the majority of its members, 
seemed unable to understand its 
duties to the general public in 
this aspect of monetary matters 
and preferred to go along at least 
some distance with the silver bloc 
in its demands. On July 19, 1946, 











it passed the bill providing for a 
subsidy price of 90.5 cents per 
fine ounce at the Treasury. 

On Feb. 24, 1947, members of 
the Economists’ National Commit- 
tee on Monetary Policy presented 
Congress and the President with 
Two Programs for Monetary Re- 
form both of which provided for 
the repeal of these silver-purchase 
and subsidy acts, and the substitu- 
tion of silver purchases and sales 
by the Treasury at prices prevail- 
ing in open competitive markets. 


Manipulation of Federal Reserve 
Bank Notes 


One other feature of the man- 
aged currency policies of our Gov- 
ernment since early 1933 deserves 
mention. It illustrates what usu- 
ally happens when a government 
decides to free itself from the con- 
trols of a gold-coin standard and 
to manipulate the nation’s cur- 
rency as it sees fit. 

Beginning Dec. 12, 1942, the 
nature of our Federal Reserve 
bank notes underwent a radical 
and unprecedented change. At 
that time the Treasury, having a 
stock of unissued Federal Reserve 
bank notes on hand, part of the 
stock said to have been hastily 
prepared in 1933 to meet some of 
the currency needs of the period 
of closed banks and bearing the 
questionable name of “National 
Currency,” decided in cooneration 
with the Reserve authorities, to 
issue $660,000,000 of these notes— 
its total stock—as a Treasury cur- 
rency and as a liability of the 
Treasury rather than as a liability 
of the Federal Reserve banks. 


There was no authority in the 
Federal Reserve Act for this 
transaction which was carried out 
by a species of manipulation in- 
volving a sleight-of-hand perform- 
ance called “retirement before is- 
suance.” Specifically. these notes 
were said to be “retired” by the 
Reserve banks, which had not is- 
sued them and which alone, under 
the law, may issue them. before 
they were paid out by these banks 
to which they were issued by the 
Treasury which is not empowered 
to do so. 


On Dec. 12, 1942, the Treasury 
began to depnsit these notes, for 
which under the law it is a trustee, 
not an issuer. with the various 
Federal Reserve banks in ex- 
change for a deposit credit and. 
monrth by month thereafter, the 
amount of these notes put into 
circulation by the _ Treasury, 
through the Federal Reserve 
banks, mounted steadily until De- 
cember, 1943, when the total out- 
standing as a Treasury liability 
reached $639,000,000, after which 
the volume in circulation began 
to decline slowly because of re- 
tirement due to the usual wear 
and tear or mutilation. On Dec. 
31, 1946. the amount outstanding 
was $441,000.000. ‘ 


As a consequence of the maniv- 
ulation in the issuance of these 
notes, they have never been lia- 
bilities of the Federal Reserve 
banks but solely liabilities of the 
Treasury, and, moreover. they 
served as lawful money for re- 
serves against deposits in the Fed- 
eral Reserve banks until June 12, 
1945. By this manipulation the 
Treasury improperly and illegally 
received a deposit credit on the 
books of the Federal Reserve 
banks to the extent that it depos- 
ited these notes with the Reserve 
banks. At the same time the Fed- 
eral Reserve banks improperly 
and illegally added the same 
amount to their reserves of lawful 
money against their deposits. In 
other words, the Reserve banks 
ccnverted what should have been 
a liability into an asset—certainly 
the perfect accomplishment in 
financial legerdemain! Who would 
not like to convert his liabilities 
into assets? Still further, by this 
manipulation, the Treasury and 
Reserve authorities, acting to- 
gether. set aside a tax law of Con- 
gress: When Federal Reserve bank 
notes are issued in accordance 
with the law, the issuing Federal 
Reserve banks are required to pay 
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a tax on those notes outs n 
No tax was paid on the n es 
sued in this manner. 

These “National Currenc tec 
were and are outright fiat ey, 
a fact admitted under ques ing 
by the then Under Secret of 
the Treasury, Daniel Bel! Np 
United States securities re 
posted with the Treasury and ep; 
there as security against the js. 
suance of these notes as require 
by law. 

Since the general public dic not 
understand that these notes \ere 
outright fiat money and, since 


they were interchangeable jth 
all our other currency, they did 
not depreciate in terms of gold. 
But they did dilute, as fiat money 
always does, the quality of our 
money, and they gave both the 
Treasury and the Reserve banks a 
purchasing power to which they 
were not legally entitled, 

Congress was slow in under- 
standing this manipulation, and, 
consequently, it was not until 
June 12, 1945, that a law was 
passed which prohibits further is- 
suance of these notes under para- 
graph 6 of Section 18 of the Fed- 
eral Reserve Act. This was a case 
of locking the door after the horse 
was stolen! 


Our Monetary Management Not 
Consistent 


Our program of monetary man- 
agement, like that of other similar 
experiments, reveals little consis- 
tency in theory or policy. The an- 
nounced purposes, as these shifted 
from time to time, were to raise 
the price level, or to stabilize it, 
or to foster greater harmony be- 
tween certain economic segments, 
or to stabilize foreign exchange 
rates, or to accomplish some other 
ourpose. During the war the pol- 
icy was one of expansion domi- 
nated by the needs of the United 
States Treasury. Today it seems 
impossible to state the central 
purpose in current monetary man- 
agement. 


Regardless of what the central 
principle underlying any policy of 
monetary management may be 
now or at any other time, there 
anvears to be a fact that is ines- 
cavable, It is that most if not all 
nolicies are sharvlv limited by 
forces that cannot be controlled 
by man. 

If. for instance. the purpose is 
to stabilize the price level, the fact 
is that no monetary authority on 
earth can sO manage a currency 
that it can obtain and thereafter 
maintain any price level it de- 
sires. To do so would require 
that such a managing authority 
have the power to vrevent wars, 
power tno control the government’s 
fiscal affairs and deficits, power to 
regulate foreign trade and tariffs, 
power to prevent government of- 
ficials from talking prices up or 
down, power to regulate the ve- 
locity of currency, power over 
rain fall and droughts, power over 
inventions and discoveries, power 
to control costs, power to regulate 
demand, and a wisdom greater 
than that shown by the millions 
of people who record their judg- 
ments in the marketplace when 
they buy and sell. 

In 1939. the Board of Governors 
of the Federal Reserve System 
was confronted with some Con- 
gressional proposals to compel it 
to raise the general price level 
and then to keep it constant. In 
response, the Board, on March 13, 
that year issued a statement in 
which it pointed out in conclusion 
that, while it was in sympathy 
with attempts “to prevent booms 
and depressions and have business 
always on an even keel... ex- 
perience has shown that prices do 
not depend primarily on the vol- 
ume or the cost of money; that 
the Board’s control over the vol- 
ume of money is not and cannot 
be made complete; and that steady 
average prices, even if obtainable 
by official action, would not as- 
sure lasting prosperity. The Board 
exerts all its powers to provide 2 
constant and ample flow of money 
at reasonable rates to meet the 
needs of commerce, industry, and 
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agencies of the Government, as 
yell as many groups in the gen- 
eral public, must cooperate, since 
oolicies in respect to taxation, ex- 
venditures, lending, foreign trade, 
agriculture, and labor all influ- 
ence business conditions. 

“The Board believes that an or- 
der by Congress to the Board or 
«o any other agency of Congress 
‘o bring about and maintain a 
viven average of prices would not 
issist but would hinder efforts to 
stabilize business conditions, It 
vould. hinder, because the price 
average frequently would indicate 
a policy that would work against 
‘ather than for stability. Such an 
der would also raise in the pub- 
ic mind hopes and expectations 
; hat could not be realized.’’6 

Sixty-six monetary economists 
.2ondorsed that statement of the 
Board. This is a relatively large 
vody of authority.. These econo- 
mists said: “The Board’s statement 
was in answer to those who hope 
that a cure for business fluctua- 
tions or business cycles can be 
found in an attempt to maintain 
prices at fixed levels by ‘manag- 
ing’ or manipulating the nation’s 
currency supply. 

“The Board’s statement is in 
harmony with well - established 
economic principles and with the 
tacts of monetary history. A rec- 
ognition of the soundness of these 
principles and faithful adherence 
to them should do much to restore 
general confidence and to foster 
a healthy business recovery.’’? 


Fiscal vs. Federal Reserve 
Controls 


Since the issuance by the Board 
of that statement, the practices of 
the Treasury and Federal Reserve 
authorities during the war and 
postwar periods have revealed a 
great emphasis on fiscal as com- 
pared with the more conventional 
Federal Reserve controls over 
money and credit. There has 
emerged a variety of schools of 
thought as to the form these fiscal 
¢and monetary) controls should 
take. 

Probably the most extreme pro- 
posal for centralized fiscal and 
monetary control that has been 
offered, with the pretense of seri- 
ousness and of competence, was 
that presented by a staff of the 
Committee for Economic Develop- 
ment. That proposal was part of 
‘a report called Jobs and Markets, 
released March 1, 1946. Despite 
the many and extreme recommen- 
dations which the advocates of 
@ governmentally-managed econ- 
omy had been making, and striv- 
ing to make effective, in this 
country in recent years, it seems 
doubtful that anyone could devise 
a scheme ‘for a more centralized, 
dictatorial, and totalitarian form 
of executive control over fiscal, 
monetary, and price affairs than 
that proposed by that C.E.D. Com- 
mittee of economists. 

“What is most important,” they 
say (p. 70 of Jobs and Markets), 
“is that there be an effective body 
‘specifically responsible under the 
President for coordinating fiscal, 
monetary and price policy during 
the transition.” They say further 
(p. 70): “It is particularly impor- 
tant that tax policy, expenditure 
policy, banking policy and debt 
policy be fused into one effective, 
flexible instrument of monetary- 
fiscal policy. 

“Coordination of policy at this 
Jevel will require special machin- 
ery. It means the development 
and operation of a single program 
which involves major policies of 
the Treasury, the Federal Reserve, 

@ price control agency and cer- 
tain other government agencies. 
Essentially, responsibility for such 
coordination rests with the Presi- 
dent. . . . There is need for an 
instrumentality to prepare an in- 
tegrated program for review by 
the President and to see that the 
various parts of the approved pro- 





_6 Managed Currency (Economists’ Na- 
tional Committee on Monetary Policy, 
New York, March, 1939); Federal Re- 
serve Bulletin (April, 1939). 
7 Managed Currency, p. 1. 


griculture. In order to maintain |! gram [approved by whom?] are} 
lasting prosperity many other | ’ 





carried out at the proper time.” 
And further (p. 81); “The mone- 
tary authorities should be enabled 
to expand cr contract the money 
supply to stimulate or limit de- 
mand.” 

_Such a proposal, if made effec- 
tive, apparently would create a 
state of affairs which only the 
advocates of a totalitarian govern- 
ment pretend to want. 

That proposal may prove to be 
the most extreme and possibly the 
last of this type emanating from 
Supposedly competent individuals 
or groups. The Reserve Board it- 
self, in its Annual Report for 1945, 
published in 1946. made recom- 
mendations of the same general 
type but somewhat less extreme. 
Simeon Leland, then with the 
Federal Reserve Bank of Chicago, 
and Lawrence Seltzer and Roland 
I. Robinson, both then associated 
with the Federal Reserve System, 
also made recommendations of the 
Same general naiure.® 


Prospects of Monetary Reform 


It seems impossible to state with 
accuracy just where we are today 
in respect to policies of monetary 
and fiscal management. The 
change in poiltical temper in this 
country, as revealed in 
election, would seem to portend 
some sort of trend away from the 
extreme type of fiscal and mone- 
tary management proposed by the 
C.E.D. economists. 

Apparently some time must 
elapse before we shall be able to 
see where we are and where we 
appear to be going in the field of 
monetary, or perhaps monetary 
and fiscal, management. The state- 
ment of Chairman Eccles of the 
Reserve Board before the House 
Committee on Banking and Cur- 
rency, March 3, 1947, in support 
of a bill to continue indefinitely 
an emergency authority, expiring 
March 31, 1947, to purchase gov- 
ernment securities directly from 
the Treasury in an amount up to 
$5,000,000,000, would seem to in- 
dicate a continued willingness, on 
his part at least, to perpetuate this 
device for the direct monetization 
of the Federal debt and to con- 
tinue to deprive the people of the 
means of exercising some direct 
control over the public purse in 
this particular sphere of govern- 
ment borrowing. 

The Two Programs for Mone- 
tary Reform Suggested for the 
Consideration of Congress and the 
President, by members of the 
Economists’ National Committee 
on Monetary Policy, in February 
1947, were designed to change the 
trend from one moving toward the 
type of controls and management 
which characterize totalitarian 
governments to one moving in the 
direction of an objective monetary 
standard with a type of manage- 
ment associated with a republican 
form of government and an eco- 
nomie and political democracy. 

In such a sweeping and brief 
survey of our laws, policies, and 
proposals in the field of money 
management, it is important that 
we not overlook the widespread 
confusion of real wealth and sound 
economic health with the mone- 
tary measurements regarding our 
state of affairs that has sorely af- 
flicted this ccuntry, particularly 
in the last 15 or more years. 

As a part of this confusion we 
have taken the position that we 
could improve our general eco- 
nomic well-being by creating 
searcities in both commodities and 
personal services. We have de- 
stroyed goods to raise or to main- 
tain prices. We have given away 
a huge volume of our real wealth. 
We have restricted and impaired 
production. We have deplored 
savings and even regarded them 
as anti-social. We have boon- 
doggled away our money and val- 





8 All 
by this author in 
and other ‘Reserve’ 
Commercial and_ Financial Chronicle 
(March 28, 1946). The Board’s pro- 
posals were discussed by this author in 
another article, “The Federal Reserve 


these proposals were analyzed 
“The 100% Money 
Proposals” in The 


the last! 


uable time. We have destroyed 
by taxation. We have wasted the 
tax receipts. We have frittered 
away our national] patrimony like 
a prodigal son, All these and simi- 
lar things have been part of our 
notions as to what is proper in 
menetary management and a gov- 
ernmentally-managed economy. 
By our bad fiscal management 
and our John Law monetary 
schemes we have placed a mort- 
gage on the future incomes of our 
people far beyond anything ever 
before witnessed in this nation. 
But, with this great mortgage 
hanging over us, we are said to 
be prosperous — more prosperous 
than when we were free of this 
great burden and danger. We look 
at our spending and forget our 
mortgage and what we have done 
to our real wealth. This profligate 
spending has created large na- 
tional income figures in terms of 
money. We regard these as proof 
of our prosperity and economic 
well-being. F 
Our policies of fiscal and mone- 
tary management have also given 
us artificially low interest rates. 
The greater our spending and debt, 
the lower our interest rates have 
become, The same situation pre- 
vails in other countries with over- 
whelming debts and governmen- 
tally-managed economies. These 
low rates have in our case invited 
still more spending and waste, a 
profligate mortgaging of our 
wealth and income, a destruction 
of much of our real income and 
a serious discouragement in its 
accumulation. 

This is the background, in part, 
against which our attempts to 
pursue so-called modern policies 
of so-called “managed” curren- 
cies should be viewed. 


It is difficult to think of an un- 
sound monetary practice known 
to monetary science that has not 
been embraced in some manner 
in the 1930’s and early 1940’s by 
our modern John Laws of finance. 
John Law should have felt thor- 
oughly at home among them. 

When we suspended gold pay- 
ments in 1933 and embarked upon 
the sea of a “managed” currency, 
a very large number of individ- 
uals and organizations urged a 
prompt return to a gold standard. 
Among them were the Federal 
Advisory Council and the Federal 
Reserve Board; the United States 
Chamber of Commerce; the Na- 
tional Foreign Trade Council; 
members of the Economists’ Na- 
tional Committee on Monetary 
Policy; a group of Yale econo- 
mists; 37 members of the faculty 
of Columbia University; a Swarth- 
more College group composed of 
11 science professors; the New 
York Chamber of Commerce; the 
National Association of Manutac- 
turers: the Journal of Account- 
aney of the American Institute of 
Accountants; the Association of 
Life Insurance Presidents; the 
Chicago Association of Commerce; 
the San Francisco Chamber of 
Commerce: the Executive Com- 
mittee of the Philadelphia Cham- 
ber of Commerce; the Sound 
Money Club of Fort Plain, New 
York. in a resolution signed by 
over 200 of the community’s lead- 
ing citizens; representatives of 
San Francisco Labor, Business, 
and Agricultural Interests; the di- 
rectors of the St. Louis Chamber 
of Commerce; the Jllinois Manu- 
facturers’ Association; the major- 
ity of merchants polled in a na- 
tion-wide poll of department, ap- 
parel, dry goods, and furniture 
stores: 719 economists in the 
American Economic Association.® 

The question arises as to what 
has become of those voices since 
1953-1934. Were they in error 
then? Did those 710 economists, 
for example, know so little about 
monetary principles in 1953 that 
they could not, a short time later, 
defend their position of 1933? Or 
were they simply corrupted by a 





9A fuller statement, containing cita- 
tions, of the positions taken by these 
and others regarding the geld standard 
in 1933-1934 may be obtained from the 
office of the Economists’ National Com- 


political movement which they 
found it inexpedient to oppose in 
so far as monetary policies were 
concerned? 

One may expect groups, usually 
controlled by expediency, to shift 
their positions with changing po- 
litical tides, But there appears to 
be no valid defense that can be 
offered for men who pretend to 
be scientists who adjust their so- 
called principles of science in ac- 
cordance with the changes of 
opinion and desires recorded at 
the ballot boxes of this nation. 
The monetary policies of the ad- 
vocates of so-called managed cur- 
rencies—and this usually means 
irredeemable paper currencies— 
have in the main been those of 
laymen in the field of money. A 
very great number of those who 
have passed themselves off in re- 
cent years as scientific economists 
in the field of money either have 
not understood the lessons of the 





past or have been willing to junk 


—— 


them, in the interests of expedi- 
ence, for such personal gains as 
they may have supposed they 
might realize in the space of a 
decade or so. They have joined 
with and become active partici- 
pants in what is in nature a por 
litical movement characterized 
chiefly by the “economics” not of 
scientists but of laymen. 

A deep, searing corruption has 
afflicted monetary science in re- 
cent years. It may require many 
years of painful effort to over- 
come this disease if, indeed, it can 
be combatted successfully. The 
well-being of our nation has been 
seriously undermined by this af- 
fliction. Whether the scientists 
that know the lessons of the past 
and the prescriptions suggested by 
the evidence accumulated by the 
methods of ‘science can do any- 
thing of importance to correct this 
sad state of affairs remains to be 
seen. 





avoiding a contraction of interna- 
tional trade and thus of employ- 
ment. To discharge its mission, 
the Fund has been provided by 
the Bretton Woods Agreement 
with many safeguards against 
rapid depletion of its holdings of 
gold and hard currencies. I have 
not in mind Article V, Section 5, 
—by which the Fund could de- 
clare a member ineligible to use 
the resources: of the Fund; or 
Article XX, Section 4 (i),—by 
which the Fund may postpone ex- 
change transactions with any 
member, if its circumstances are 
such that, in the opinion of the 
Fund, they could lead to use of 
the resources of the Fund in a 
manner contrary to the purposes 
of the Fund’s agreement. 


“But I do refer to Article V, 
Section 7, establishing conditions 
on which a member may be 
obliged to repurchase its currency 
from the Fund. This is what is 
known as ‘the repurchase provi- 
sions’ of the Fund. Those provi- 
sions are of major significance in 
maintaining the liquidity of the 
Fund and the revolving character 
of its resources. Without going 
into technical details, the provi- 
sions mean that a member country 
must match a dollar of the Fund 
with a dollar of its own. 


“Let us think in _ practical 
figures,’ the Fund spokesman 
continued. “Assume that a group 


of countries with an aggregate 
quota equivalent to $4 billions 
have over a 3-year period deficits 
of $6 billions in their current ac- 
count with U. S. and Canada. Un- 
less the Fund were to restrict the 
use of its resources by the above- 
mentioned group of deficit coun- 
tries, they could in this period 
acquire up to $3 billions—that is, 
three times 25% of their quotas— 
from the Fund in exchange for 
their local currencies, and they 
then could use those resources to 
meet part of their deficits with 
the U. S. This is within the 
stipulated quantitative limitations 
based on their quotas. 


“To do this in accordance with 
Article V, Section 7, the countries 
in this group, however, would 
have to reduce their own mone- 
tary reserves by an equivalent 
amount, provided their own 
monetary reserves exceed their 
Fund quota. (In effect, a country 
whose monetary reserves are be- 
low its quotas is not submitted to 
the repurchase obligations. ) This 
would mean that the larger part 
of the newly-mined gold in this 
three-year period — which in- 
creases the reserves of those 
countries to the extent of, say, 
28 billions— would have to be 
used first for payments to the 
U. S. Otherwise, the newly-mined 
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of the countries here referred to 


International Fund Sees Security 
In Repurchase Provisions 


Continued from page 1513) 


and thereby require larger repur- 
chases of their currencies by therm 
from the Fund. 


“The deficit countries could fi- 
nance the remaining $3.2 billions 
of their deficit with the U. S. A. 
by using the Fund’s resources (oa 
a net basis, after the repurchase 
obligations) to the extent of $1.2 
billions. This figure makes 
liberal allowance for the coun- 
tries whose monetary reserves 
are below their quota. The 
figures given are_ indicative 
of the mechanism of the repur- 
chase provisions. Most probably, 
the present situation is closer to 
$1.7 billions from the Fund and 
$1.5 billions from the countries 
own reserves. 


“From this short explanation it 
should be clear that a temporary 
disequilibrium such as would ex- 
haust the Fund must be of 
tremendous magnitude, if a de- 
ficit of $6 billions will only draw 
off at the maximum half of the 
Fund’s resources of hard curren~ 
cies in three years. 

“This brings me to point out the 
importance of international im- 
vestment. When a deficit on cur— 
rent account is developing, a loan 
or an investment of any kind by 
a surplus country in the deficit 
country diminishes the deficit by 
the amount of the investment 
Unfortunately during the inter- 
war period investments were er- 
ratic, being too abundant during 
the first decade and _ stopping 
completely and entirely in the 
early thirties; and not merely 
stopping abruptly, but leaving be- 
hind an almost unbearable burden 
of debt. 


“Lending on a large scale here- 
after will certainly be most use- 
ful, because it will reduce the 
absolute magnitude of the deficit 
to be expected. Undoubtedly the 
World Bank can be an important 
factor in encouraging internation-— 
al investment and perhaps a 
more important factor in stabiliz- 
ing the flow of investments 
through the economic cycle. 


“In short, the Fund is equipped 
to overcome a temporary disequi- 
librium of a very large magnitude 
through the repurchase require- 
ments, which oblige every coun- 
try using the Fund to use its own 
resources at the same time. But 
the Fund was not created te 
sustain a permanent, an organie 
disequilibrium in _ international 
economic relations. The Fund cam 
make recommendations, the Fund 
can help by its advice to correct 
such a situation. But the contral 
and correction of the real causes 
of a permanent disequilibrium is 
up to the member countries. The 


Fund can indicate the medicine 
to be taken. It cannot give the — 





medicine.” 
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Role of Government in Employment Stabilization 


(Continued from page 1515) 
me present a few observations on 
the calls for organization that can 
arise from a wish to keep em- 
ployment on a high and stable 
level. First, however, I want to 
emphasize once more that this 
problem is really a very impor- 
tant one. Some economists lean 
towards the view—and I belong to 
them—that if Germany had not 
been hit by a severe unemploy- 
ment crisis in the years 1930-1932, 
it is quite conceivable that Hitler 
would never have come into pow- 
er. The Nazi vote did go down 
from 1924 to 1928, while economic 
conditions were good, but started 
rising again when the depression 
set in. So one might perhaps go 
so far as to saying that if eco- 
nomic policy in Germany and 
elsewhere had been wiser, we 
might perhaps not have had to 
suffer a Second World War. No 
doubt, however, opinions like 
these are regarded as an expres- 
sion of the megalomania of the 
economists—perhaps not without 
reason. 


Difficulties in Keeping a 
Stable Level 


Unfortunately, the problem of 
keeping the economic system on a 
stable level seems to become more 
and more difficult. I agree with 
Mr. Loveday, the former head 
of the League of Nations eco- 
nomic section, that perhaps the 
main reason for this is that the 
durable instruments play a grow- 
ing role in modern society. I am 
thinking not only of machines and 
other instruments of production, 
but of the durable consumers’ 
goods as well. Even if there 
should not be in the future a 
high ratio of investment to na- 
tional income, yet the fact that 
a large and growing stock of cap- 
ital instruments is in use and must 
be kept up through the jurisdic- 
tion of new instruments to offset 
depreciation would be and is one 
reason for instability. It is not 
only the new investment but the 
re-investment as well which may 
be partly put off for a year or 
two in a way which intensifies 
the economic fluctuations. Of 
course, the United States, which 
has the highest standard of living 
in the world, is the outstanding 
example of this. Nowhere do the 
durable consumers’ goods play as 
large a role as here. D. H. Rob- 
ertson of Cambridge has said once 
that the rise of the United States 
toward economic world leader- 
ship “looks like making life 
bumpier for the rest of us.” I 
think there is something in that. 


How to Attain Stability 


In earlier lectures I have ad- 
vanced some viewpoints about 
the problem how to make the em- 
ployment and economic conditions 
in general more stable. We will 
have to resort to quite radical 
measures if we are to hope for a 
solution. To survey very briefly 
what kind of action one has to 
consider in the domestic field, 
everybody agrees that it will not 
be easy for governments and mu- 
nicipalities to get public works 
started on a suitable scale and 
in time. I have mentioned sub- 
sidies for house-building and for 
purchases of durable consumers’ 
goods in depressions. There is 
also the cyclical balancing of 
the budget and various tax meas- 
ures. Monopoly control will be 
necessary to prevent costs from 
getting out of line in diffent in- 
dustries. 


Methods of Stable Investment 


At to private business, it seems 
obvious that if we are to arrive 
at a relatively stable volume of 
investment, there must be a close 
collaboration between business 
organizations and government. It 
is necessary that we get some 
voluntary or otherwise not vol- 
untary adaptation of the volume 
of private investment. It would 


opment of investment as a whole, 
if business could resort to long- 
term planning of its own invest- 
ments. The need for public con- 
trol of private monopolies will 
depend on to what extent cer- 
tain types of malicious monopo- 
listic practices in business are 
avoided. 

As to the trade unions, I pointed 
out that a considerable rise in av- 
erage wage and price levels would 
almost certainly make employ- 
ment stability in the long run 
impossible. Therefore, it is de- 
sirable that the average wage 
level should not rise quicker than 
what corresponds to the increase 
in productivity of the industry as 
a whole, because if it rises con- 
siderably more than that, the 
price level is due to rise. Of 
course, if profits are unnecessar- 
ily large a redistribution between 
profits and wages may also take 
place. 


Secondly, we must ask for as 
little as possible of those vicious 
changes in sectional cost levels, 
say, the relation between cost in 
investment trades and the aver- 
age income level in the economy 
as a whole, because if we do get 
sudden and irrational changes in 
such relations, then the volume 
of investment is bound to fluctu- 
ate even if governments and busi- 
ness firms have the best inten- 
tions. One aspect of this is that 
unions should not refuse to per- 
mit apprentices, when more labor 
will be needed in the near future. 

Even if all these conditions 
could be fulfilled it would not be 
enough. Because if we should get 
large labor conflicts, then it will 
obviously be impossible to main- 
tain a stable employment. This 
is a separate problem which I 
shall not discuss here at all. I 
only mention that this question 
must not be overlooked. The ques- 
tion of the maintenance of in- 
dustrial peace is really a very 
prominent part of the problem 
of employment stabilization. | 


Pillars of Employment 
Stabilization 


If I should sum up what seems 
to me to be for practical pur- 
poses in many cases the most im- 
portant things, I should say that 
there are three main pillars of a 
policy of employment stabiliza- 
tion: To adapt the different types 
of real investment in such a way 
that the aggregate volume of in- 
vestment is adapted to the will- 
ingness to save and does not 
fluctuate very much; to get a 
wage policy of the type I have 
indicated; and to maintain indus- 
trial peace. 

It will obviously be very diffi- 
cult in a society of our type to 
obtain all this. When govern- 
ments try to stimulate business 
in depressions, they may easily 
overdo it. To avoid getting into 
over-full employment, it is neces- 
sary to restrict the expansionist 
measures early enough, a thing 
that might be politically even 
more difficult than to start the 
expansionist measures quickly 
enough. It is far from certain that 
a democratic state will find it 
possible to check tendencies 
towards expansion when there is 
still some unemployment left, be- 
cause it will not be a popular 
thing to do. Thus, over-full em- 
ployment may be caused. As I 
have tried to show in my first 
lecture it necessarily leads to a 
lot of regulation and control if it 
lasts more than a brief period. 
It leads to price control, perhaps 
rationing and control of interna- 
tional trade and various other 
things. 

As to business and business or- 
ganizations, I suppose it will not 
be so easy, either, to bring about 
a voluntary adaptation of invest- 
ment. But it would probably be 
even more difficult to get a wage 
policy of the kind I have indi- 





cated, if we are to have abso- 


; {lute freedom on the lab 
be easier to get a suitable devel-| wpe 


as we have in most countries 


today. What justification is there 
for an expectation that an in- 
dividual labor union should not, 
during a time of very high em- 
ployment, make attempts to util- 
ize this favorable position to in- 
crease its wages, even if that 
should bring costs, say, in build- 
ing out of line with the average 
income level? If the demands are 
not accepted, there is, of course, 
a risk of labor conflicts. 

Some people think that these 
difficulties are so formidable that 
until we have all become much 
better educated than we are and 
much more sensible too, the eco- 
nomic freedom will have to be 
seriously restricted — assuming 
that we prefer that to having 
large fluctuations in employment. 
Many businessmen seem to be in- 
clined to prefer the fluctuations 
rather than to have even a small 
amount of the central direction 
and control. Personally I am in- 
clined to think that this attitude is 
unrealistic. If we should try to 
let things drift, if we should— 
to put it in figures—prefer an 
average of 90% employment to 
95%, because in the former case 
we can have a freer economic 
system, then I am convinced that 
we would not be able to keep this 
relatively free economic system 
very long. When a serious de- 
pression had come—and very lit- 
tle had been done in advance to 
prevent it—there would be a sud- 
den use of rather severe restric- 
tions and regulations. At least in 
some European countries there 
would be a grave danger of meas- 
ures of nationalization on a large 
scale. People would undoubtedly 
say that private business has had 
its chance, it has shown that it 
cannot maintain a_ reasonable 
level of employment, and that, 
therefore, another system should 
be tried. 


Is Full Employment Possible? 


The future of an economic sys- 
tem built on private ownership, 
individual initiative, and the free 
choice of occupation, seems to me 
to depend in no small measure on 
a timely preparation of a policy 
of employment stabilization and 
on the result it will obtain. I 
must say a few words more about 
this question: can we expect such 
a policy to succeed in an eco- 
nomic system not radically differ- 
ent from the present one in 
Western democracies? Is a full 
employment policy compatible 
with free and unrestrained trade 
unions trying to get the maximum 
of increase in wages for their 
members—is it compatible with 
the policy where business men are 
free to try to get as high profits 
as possible? 

It seems to be obvious that a 
full employment policy that will 
have any chance to reasonable 
and politically necessary success 
immediately takes us outside the 
realm of a liberal society of the 
late 19th Century type. Only a 
more interventionistic system can 
succeed. So in a comparison and 
analysis of different types of so- 
ciety that might adequately solve 
the employment stabilization 
problem — while salvaging more 
or less of the things I mentioned 
a moment ago—we can leave out 
of account altogether the so-called 
Manchester Liberal Economic 
System. antiga 

What is the alternative? There 
are, of course, several possibilities. 
I shall mention three types one 
often talks about. There is a com- 
munistic state, which I shall not 
discuss at all. It is too far from 
the ideas that are prevalent in 
this country, in my own country 
and in all democracies as to the 
desirable type of society. An- 
other type would be a centrally 
directed economic system with a 
great deal of nationalization and, 
above all, of permanent govern- 
ment controls. That is what we 
find in many countries in Europe 





today. It is the result partly of 
the war and its after effects but 


it is not impossible that it will 
last, and it may gradually be in- 
troduced in other countries, e.g. 
Great Britain. Let me call it 
“semi-socialistic.” 


A Social-Liberal Society 


The third type is a social-liberal 
society of the kind we have been 
drifting into more or less in the 
last decades in the western world, 
certainly in the Scandinavian 
countries. If I am allowed to 
compare very briefly this social 
liberal frame economy with the 
semi-socialistic state, then I 
should like to emphasize that the 
difference is not—as so often 
said—that in the one type of so- 
ciety we want to plan and in the 
other type of society we do not 
want to plan. The relevant thing 
is not a distinction between a 
planned economy and an unplan- 
ned economy. Obviously plan- 
ning is absolutely necessary in 
every society. The business man 
who does not plan will soon go 
out of business. It is not a ques- 
tion of planning or not planning: 
it is a quesiion: Who is to do the 
planning? Are we to have more 
or less of central planning, con- 
trol and direction? 

It is quite possible to have a lot 
of government statistical work, of 
investment councils, tariff policy 
and so a certain amount of centrai 
planning, without that changing 
the system at all. But in the semi- 
socialistic state we have a more 
detailed central direction and 
control. Is the major part of the 
planning to be done by central 
bodies or by decentralized insti- 
tution agencies—above all the 
private firms—as in the social- 
liberal system? 


Both these types of economic 
societies do want to maintain the 
freedom of movement of the 
workers and the freedom of ac- 
tion of the trade unions, but the 
social-liberal society, which I 
call “frame economy,” does not 
want much nationalization, much 
price control or other detailed 
methods or government regula- 
tion. It relies more on measures 
of the town and regional planning 
type, tariff policy, etc. 

The town plan is really the best 
type of social-liberal society, be- 
cause it does lay down certain 
limits, a certain frame within 
which the individual can move 
freely. An economic and social 
frame organized by  society— 
largely by means of legislation— 
rather than detailed regulation, 
is the characteristic of that type 
of society. 

Most of the policy to mitigate 
economic fluctuations is funda- 
mentally of a social-liberal type, 
because one relies principally on 
maintaining the volume of aggre- 
gate demand, and that is to use 
what you might call a “global” 
control and not direct regulation. 


The Semi-Socialist State 


In the more socialistic type of 
society, you rely to a larger ex- 
tent on the government running 
business and telling business men 
what to do, thus controlling eco- 
nomic life in a more detailed 
manner. How do these two types 
of system compare from the point 
of views of our employment 
stabilization policy? It seems to 
me hard to deny that the semi- 
socialist state would have certain 
advantages above the liberal- 
social society. It is not unimpor- 
tant that the socialist state di- 
rectly controls a larger share 
of the total volume of investment. 
Secondly, I should say—and I am 
well aware of the fact that this 
is not a non-controversial state- 
ment—that the absolute freedom 
of trade unions would not last 
very long in the socialist state. So 
it would be relatively easier there 
to get certain patterns of behav- 
ior respected by labor unions. 
Furthermore, it cannot be denied 
either that you can have a rather 
high volume of employment—not 
what I would call over-employ- 
ment, but next to that—without 
getting increases in prices if you 
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have price control on a large 
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scale. Without it you are apt tg 
get price rises even in industries 
with a lot of competition longs 
before you get to the full employ- 
ment state. 

Evidently, in some respects 
there are greater possibilities of 
maintaining a high and stable 
level of employment in semi- 
socialistic states. However, jt 
seems to me—that again is not 
of course a _  non-controversia} 
statement—that these possibilities 
are to a large extent obtained at 
the expense of freedom in the 
economic sphere—both for busi- 
ness firms and workers. 


Importance of Education 


This brings me to some ob- 
servations on the. possibilities in 
social-liberal society to have na- 
tion-wide organization on the la- 
bor market or on the commodity 
markets, and yet not get either 
huge increases in wages and 
prices. One can of course, always 
fall back on education and say 
that if we were only, all of us, 
better educated and more reason- 
able, all would be possible. It is 
tempting to assume that. If we 
only could all understand that 
inflation is not good for any 
large group, then no responsible 
person would call for measures 
which would lead to _ infiation. 
However, that is not true unless 
you have a specific organization. 
It may be possible for one group 
to improve their incomes without 
causing very much inflation. But 
if you have the groups organized 
and set up in such a way that 
they all have to face the problem 
of inflation at the same time, 
then none of them can hide their 
head in a bush and say, “Well, 
if I get a little more, that does 
not matter.” 

That is one reason why we are 
approaching, I think, in Sweden 
a situation where practically all 
the trade unions have to negoti- 
ate at the same time, well know- 
ing that whatever they get the 
farmers are going to get very 
soon afterwards, and the white 
collar workers also. 


When you get this setup of all 
the different groups having to 
act at about the same time, then 
they cannot forget how the other 
groups will act. I admit, how- 
ever, that the government will 
be watching the. procedure and 
will step in if things do not de- 
velop as one should wish. Sa 
there is a grave risk that one 
will get into a system of con- 
siderable government interfer- 
ence. ; 

As to the sectional monopolis- 
tic wage policies, it is very diffi- 
cult, as I said, to see how those 
can be avoided, because one can- 
not make greater demands on 
unions than on other groups. But 
it is possible, perhaps, that the 
freedom of the individual umon 
may be restricted, and some trade 
union council—mind you, not any 
outside organization— but some 
trade union council representing 
all the unions may get a certain 
influence over the policy of the 
individual unions. That is al- 
ready the case in Sweden to 2 
considerable extent, because the 
central governing body of the 
trade union movement can finish 
a strike even if the majority of 
the striking workers have voted 
against it. ; 

The Committee on Stabilization, 
appointed by the League of Na- 
tions, says that trade unions 
should think and act in terms of 
economic activity as a whole, 
rather than in terms of their own 
craft or industry only. I think 
we can all sympathize with that- 
But one must ask: Do all groups 
of business men act and think in 
those terms? ; 

It is true, though, that there 1s 
one fundamental difference be- 
tween labor and commodity mar- 
kets, which I must emphasize. 
When you have nationwide trade 
unions as you have on the Euro- 
pean continent, they have a mon- 
opoly over labor in that field; 
whereas when you have compet- 
ing business men in that indus- 
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y. they do not have a monopoly, 
nd therefore they do not have 
1e same power. If they should 
ave about the same mental at- 
itude, they do not have the same 
power as the union to raise prices 
nless they have a monopoly. 
snd if they have a monopoly, 
hen I suppose one can say that 
sovernments are rapidly develop- 
ing methods that do take care of 
nt least the most important of the 
»buses of monopolistic power in 
usiness. 

As to the voluntary coordina- 
ion in private and public invest- 
ment, it would seem to me to be 
a less difficult problem. It should 
be possible in a boom to persuade 
some firms in a certain industry 
that they do not need to make 
a certain investment just now? It 
may be good policy to wait, as 
experience demonstrates. I per- 
sonally think that with the suit- 
able apparatus of councils and 
secretariats and so on, and with 
some education, it should be pos- 
sible to bring about a certain 
amount of coordination of the 
private investment and the public 
investment. 

On the whole we find, I think, 
that if we are going to avoid 
government regulation we must 
have under conditions existing in 
Europe at least, some general 
rules of behavior as to both in- 
vestment policy and wage policy. 
If one does not declare it to 
be absolutely impossible to get 
such rules of behavior respected, 
it must be due to a belief in the 
pressure of public opinion. If 
public opinion is educated, its 
pressure on the different groups 
can be in many cases decisive. 


The International Field 


In the international field we do, 
of course, require many things 
that we do not have. For instance, 
international organizations that 
help to maintain certain stand- 
ards of behavior by the various 
nations in commercial policy fall 
into this category. I think it is 
one of the great merits of the 
American proposal of last year, 
that it does make this a central 
point of view. You can hardly 
ever tie the hands of people 
completely by set rules, but you 
can perhaps get certain limits, es- 
tablish certain rules as to what 
is to be considered as normal 
behavior. 


We also need organizations like 
those I mentioned. when I spoke 
about buffer stocks, and of course 
the International Bank and the 
Monetary Fund, the International 
Labor Office, the Federal Agri- 
cultural Organization and others. 

The greatest difficulty will 
probably be not to get enough 
g00d experts, although even that 
may be be difficult in periods 
when every country needs its ex- 
perts at home: Above all, the dif- 
ficulty will probably lie in get- 
ting political backing of the nec- 
essary international measures and 
of domestic economic policies 
consistent with the maintenance 
of high employment in the world 
at large. On the other hand, if 
we do get international organi- 
zations such as those I mentioned, 
they can lend authority to sound 
principles and thereby influence 
domestic policies. They can also 
“educate” the politicians and ex- 
perts who are sent to conferences 
and committees. 


The need of coordinated policy 
is due to the fact that all coun- 
tries form a part of one world. 
I said yesterday that I do not 
think we need prosperity in all 


where. But violent fluctuations in 
countries which are in close eco- 
nomic contact with the rest of the 
‘world cannot oceur without hurt- 
ing everybody. It is not so much 
the level of income that matters. 
It is the violent fluctuations that 
would do the damage. 

It is for this reason particularly 
that we need an integration of 
the national economic policies. Of 
course it is also necessary to have 
another condition fulfilled, that 


wars. If people start throwing ‘< 
atomic bombs at each dinar ate “ 
years hence, it wiil be too much 
— for employment stabiliza- 
Do not let me talk exclusively 
—more 
the difficulties that will meet this 
kind of policy. Let me also say 
something about the more cheer- 
ful prospect, if we should succeed 
in maintaining a relatively high 
level of employment in a social- 
liberal society. It seems only fair 
to expect that if people get used 
to having a secure employment 
the sense of insecurity will be 
weaker. Many of the policies on 
the labor market which are harm- 
ful for production, as they reduce 
efficiency, are caused by a feel- 
ing that there is not a sufficient 
amount of work, and that there- 
fore one must save some of it 
and divide it carefully. The rea- 
sons for such policies would to a 
large extent disappear. So, it is 
quite possible that the policies of 
the trade unions would be much 
more progressive. It might prove 
much easier to get collaboration 
between the various groups in a 
firm or an industry. 

On the other hand, a feeling of 
insecurity may serve as a stimulus 
to individual efficiency. We all 
know instances of going from a 
condition of over-full employ- 
ment to a somewhat subnormal 
employment condition; business 
managers will tell you that they 
get higher efficiency, higher out- 
put per hour. Personally, I am 
inclined to think that those obser- 
vations on the whole are short- 
run observations, and refer to the 
more immediate effects of flucu- 
ations in employment. On the 
whole, I take an optimistic view 
that most people will work about 
as much in a society where they 
have security as in one where 
we have insecurity. Many of 
them may work better in the for- 
mer society. So even if 1 or 2% 
of the people will work less, if 
they haven’t the strong incentive 
of insecurity, the loss will only 
be a very small one. 


It is tempting to speculate on 
what will happen with business 
risks in a society where every- 
body has a feeling that employ- 
ment can be and will be main- 
tained, because obviously certain 
business risks will be reduced; 
the risks of large losses will de- 
cline. It is conceivable that new 
types or organization, new types 
of business firms and new forms 
of financing might be found prac- 
ticable under those conditions. If 
the savings of the rich people 
play a smaller role, than at pres- 
ent, it will be necessary to utilize 
the savings of the large masses 
of people for the financing of 
production and trade even in what 
is now considered highly risk- 
carrying lines. 


Problem of Economic Freedom 


Is it reasonable to hope that 
employment stabilization can be 
achieved in a society that main- 
tains economic freedom of the 
type I have mentioned? The 
French statesman, Clemenceau, 
said once that the essence of lib- 
erty is to self-discipline, and I 
think there is a great deal of 
truth in that. There are many 
restrictions on our liberty in mod- 
ern society which we do not feel 
at all. Up to a certain point it 
is true that if we change our at- 
titude as to what kind of restric- 
tions are reasonable, we may 
cease to regard them as some- 
thing that reduces our essential 
liberty. : 

Nevertheless, there are certain- 
ly great risks for liberty in a 
society that aims at employment 
stabilization on a high level. The 
very same factors that make cen- 
tral direction and control possible 
increase the possibilities of re- 
stricting individual liberty. In 
earlier centuries it was only to a 
minor extent possible to control 
what people were saying; but !n 
the last war we all know that 


i 


meant only for privacy. So I do 
not think that one should under- | 
estimate the growing possibilities 
of controlling the actions of in- 
gy Recon ; dividuals, 

810omily—about lead governments and other bod- 
ies into such temptation. 


also for people who want to de- 
fend liberty—a very preponderat- 
ing argument in favor of an at- 
tempt to achieve employment sta- 
bilization, because if we do not 
succeed in preventing large scale 
unemployment, or if we do get 
into long spells of over-full em- 
ployment, then I think a regulat- 
ed economy will follow which is 
an even greater menace to liberty. 
The necessity for drawing that 
conclusion is tragic in a way, be- 
cause it assumes that people will, 
if they get into a depression, pre- 
fer serious restrictions on liberty 
rather than to suffer insecurity 
and unemployment. 
that is the truth, and it would be 
fatal to overlook the consequences. 


employment, it will have impor- 
tant repercussions on internation- 


aying, and also things that were | 


nor that they might 


However, as I have said before, 
n spite of the risks, there is— 


But I think 


If we should succeed in main- 
taining a relatively high level of 


al relations. Mr. Loveday, whom 
I have quoted once before, said 
10 years ago in an article that 
depressions, through the misery 
they create, through the mystery 
of their course, through the fatal- 
ism and the antagonisms to which 
they give rise, are the gravest 
social danger and the greatest 
danger to peace and collective 
sanity and security to which the 
modern world is subject. I think 
it is obvious, that the national- 
istic currents are intensified dur- 
ing periods of depression. We 
only have to look at the develop- 
ments in the 1930’s to find that 
corroborated. If we do not get 
serious depressions, then it will 
be much more difficult for na- 
tionalists to make propaganda 
against not only foreign goods 
but also against foreigners and 
foreign countries in general. 
These brief remarks of mine 
about a large and important sub- 
ject, are of course not meant to 
be anything like an answer to the 
problems I have raised. I think it 
is always wise for a speaker to 
say that in his last lecture, because 
people are likely to say it anyway 
when they leave. 
Our system of society seems to 
be on trial with regard to its abil- 
ity to solve the problem we are ; 
here discussing. There are other 
types of society in the world to- 
day which seem to me, personal- 
ly, to offer less freedom and op- 
portunity to individuals, but per- 
haps more security in the respect 
I mentioned. This is a challenge 
to all of us, to all of those who 
want to defend a system of in- 
dividual liberty, to help to work 
out solutions of these problems 
and to do what we can to get 
those solutions tried out in prac- 
tice. 
I feel certain that only in a 
society which provides economic 
security and stability will liberty 
be preserved. 





Buckley Brothers Open 


Harrisburg Office 

HARRISBURG, PA.—The Phil- 
adelphia investment firm of 
Buckley Brothers announce the 
opening of an office in Harris- 
burg, at 303 North 2nd Street. 
The new office is under the man- 


J. P. Brockley & Co., Inc. 


and Beverly Hills. 


if 


agement of Lawrence E. Mem- 
inger, formerly vice-president of 


Other Pennsylvania offices of 
the firm are at Pittsburgh, Lewis- 
town, Hanover and Wilkes-Barre. 
In addition, the firm has offices 
in New York, Los Angeles, Hag- 
erstown, San Diego, Long Beach 


Exchange memberships of the 
firm include New York, Philadel- 
phia and Los Angeles Stock Ex- 











“Our Reporter on Governments” 








By JOHN T. CHIPPENDALE, JR. 


The government market seemingly does not scare quite as easily 
now as it did in the past, and despite all the talk and predictions of 
changes in short-term rates, prices have shown a tendency to ad- 
vance somewhat, under an investment demand that is coming from 
institutions that have not been sizable buyers of long-term issues 
for a considerable period of time. ... 


According to reports, savings banks have come into the mar- 
ket in a substantial way with purchases being concentrated in 
the longest restricted bonds, although commitments are being 
made in practically all issues in the ineligible list... . 


From indications these institutions have now abandoned the 
belief that there will be a new offering of long-term bonds to non- 
bank investors in the near future. ... As a result they are disposing 
of short-term securities and using the proceeds from the sale of these 
issues, to buy the ineligible bonds. .. . It seems as though some of 
the savings banks have decided that they will not continue to lose 
1%% or more in income, as they have in the last 12 months, which 
has brought about this demand for the non-bank obligations... . 
Likewise, the opinion appears to be held now by these in- 

stitutions that when there is an issue of bonds for non-bank in- 
vestors, it will be much more restricted than the presently out- 
standing obligations. ... 

A security along the lines of the outstanding Series G Savings 
Bond is looked for, when as and if there is a new offering of secur- 
ities by the Treasury.... 


ATTRACTIVE 


‘A much more restricted long-term obligation for savings banks 
and insurance companies, than the bonds now available in the 
market, would no doubt add something, and probably a great deal 
more than many believe, to the presently marketable ineligible 
obligations. . . . What this feature of greater marketability would 
mean in the wav of prices cannot be definitely indicated. : 
Nevertheless, the greater marketability of the bank-eligible 242s due 
Sept. 15, 1967/72 over the restricted 242s due June and Dec, 15, 
1967/72, is presently worth about 2% points in favor of the issue that 
can be bought by all investors including the deposit institutions. ..., 
A good demand has been in evidence for the restricted 2's 

due June 15, 1962/67 and the 244s due June 15, 1959/62, both of 
which become eligible for purchase by the commercial banks in 
early May and June of 1952.... 

It is just about a note maturity, before the deposit banks can 
take on these bonds, and this has added somewhat to attractiveness 
of these two issues... . 


INSIDE THE MARKET 

Insurance companies have been dabbling in some of the “Vic” 
244s, with reports that one of the “Big Five” is doing some quiet 
buying of selected issues in the restricted group. . . . It is also in- 
dicated that some selling is also being done by these institutions of 
the short eligible maturities... . 

Commercial banks have been putting limited amounts to 
work, with some of the proceeds from the redemption of the 
March certificates and notes going into partially exempt issues, 
particularly the 27s due 1955/1960, the 2%4s due 1956/59 and 
the 234s due 1960/65. ... 

The smaller deposit institutions, which appear to be pretty well 
fixed for loans, and with about enough taxable income, have been 
interested in these bonds. ... Some of the larger city banks have 
been advising correspondents that are seeking intermediate-term 
issues, to purchase the partially-exempt 2°%4s due Sept. 15, 1956/59, 
instead of the 2%s due March 15, 1956/58, or the 24%s due Sept. 15, 
1956/59, because of the larger tax-free yield available in the 2%% 
obligation. ... 


HIGHER PRICES? 

Although the moderate improvement in prices has carried some 
issues, particularly the restricted obligations, through recent tops, it 
is not expected that the market as a whole will move too far away 
from current trading areas. . .. There is, however, the opinion that 
market levels could move up somewhat from here, with some new 
highs being made without interference or too much objection by the 
monetary authorities. ... 

It seems as though there will be some leeway in prices and 
ranges on the up side, on the part of the powers that be, so that 
certain issues, say, for example, the Vic 2's, might approach 
levels somewhat closer to 104, before there would be concerted 
action to prevent them from getting out of hand... . 

The government market and its price action will be dependent 
upon the trend of business, and with economic conditions somewhat 
clouded, to say the least, there is quite likely to be a greater demand 
for Treasury obligations. The risk factor becomes more important 
with uncertain economic trends and this will mean more funds 
going into Treasury securities, which are the most riskless of all 
obligations. . . . It is with this idea in mind, that with purchases 
for purely defensive purposes likely to increase, the demand for 
governments could improve to the point where previous tops could 
be exceeded moderately without undue alarm... . 


AID ABROAD 
Improvement in government receipts was responsible for the 
decision to retire about $1,500,000,000 of the April Ist certificates on 
that date. . . . The proposed $400,000,000 of relief for Greece and 
Turkey should have no immediate effect on government finances. .. . 
Although, the long-range consequences cannot be indicated yet, they 
must be watched carefully, because the extent of our participation in 
world affairs could have an important bearing on the budget, money 
n rices of Treasury issues. ... 
weg ry the important effects of relief to the rest of the 
world would most likely be the impact here on commodity 
prices, which have already advanced sharply, partly in antici- 
pation of this demand and partly because of speculative 
hases. ...- 
—— commodity prices could mean demands for higher wages, 
and then the spiral of higher wages and higher prices would be in 
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effect, which could have very bad effects on economic conditions 
at home. 
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The Trend of Prices 


(Continued from page 1512) 
than summarize them here for the 
sake of the record. 


1947 Similar to 1920 

I believe you must accept the 
probability that the present period 
will prove very similar to 1920- 
2i. I believe that we will be able 
to look back a year from now, 
and see that the Spring of 1947 
was very much like the Spring of 
1920. Remember this: 

(1) In only two periods back to 
1780 have wholesale prices aver- 
aged any higher than they are 
now. 

(2) The increase in unit produc- 
tion and prices combined has been 
four or five times greater than 
the increase in income during the 
last 12 months. 

(3) Inventories have therefore 
gained sharply. During the last 
six months of 1946, the average 
increase was slightly more than a 
billion a month. Prices and pro- 
duction are now much higher than 
they were last year, and the high 
consumption period of the Holiday 
season is gone. I believe that 
business inventories figures will 
soon be increasing at a rate of 
around $2 billion a month. 

(4) You know as well as I do 
that this cannot go on indefinitely, 
any more than it could in 1920- 
1921. When anyone tells you that 
minor readjustments will elimi- 
mate current distortions, take an- 
other look at inventories. Today’s 
major distortion is that we are 
producing more goods than can be 
absorbed at current prices. The 
time is not far distant when prices 
and production will both have to 
come down. 


It may be several months yet 
before any sharp decline in pro- 
duction and prices gets under 
way. During this period, I im- 
plore you not to let yourselves be 
carried away by over-optimism. 

I have learned one thing. When 
the economic situation becomes 
vulnerable, something always hap- 
pens to expose its weaknesses and 
provide the excuse for a readjust- 
ment. The third quarter, I am 
convinced, will be a risky period. 


Coming Decline Smaller 
Than in 1921 


When inventory liquidation 
begins, no one can tell exactly 
how far it will go or when it will 
stop. Here are several reasons, 
however, why | believe the com- 
ing setback will be smaller than 
the one in 1920-1921. 

(1) The price advance this time 
has been smaller. 

(2) Federal policy 
cushion the decline 
tural prices. 

(3) Accumulated demand for 
homes, automobiles, machinery 
and other durable goods seems to 
be greater than after the last war. 
All of these items, as well as 
textiles and apparel, can be priced 
out of their market temporarily. 
But I don’t believe it will take as 
big a price decline as it took last 
time to revive some of the pent- 
up demand. 


Wholesale price averages de- 
clined almost 45% from their in- 
fiationary high after the last war. 
I doubt that the decline in 1947- 
1948 will be more than 20 to 30%. 


will 
in 


help 
agricul- 


Longer-term Out!ook Favorable 


This reaction in 1947-1948 will 
be temporary. It will not lead to 
a great depression such as oc- 
curred in 1929-1932. It will be 
followed by at least four or five 
years. of high level activity. 
Physical production should aver- 
age 60% above prewar; wholesale 
prices 40 to 45% higher; and in- 
come double the 1939 figure. 

Now, let us come back to the 
immediate situation. 


Many Fallacious Views 
When I do as I know most of 
you have done, took at a long- 
_ term chart of the wholesale price 
average, it seems almost incon- 






ceivable that so many observers | 
can talk seriously about stabiliz- 
ing the “economy” at present) 
levels. 

The chart shows a mountainous 
price ascent during every great 
war, a precipitous descent after 
the peak has been reached, and a 
broad valley extending from war 
to war. And our own experience 
adds to what the chart is trying 
to tell us: 

We have just witnessed a costly 
demonstration of the fact that the 
most powerful nation could win, 
but could not prevent, a major 
war. 

We have witnessed an inflation 
of prices generated by the same 
causes that led to price inflation 
after the last war. 

We have witnessed the events 
of 1918 and 1919 repeat them- 
selves almost step by step in 1945 
and 1946. 

And then we are asked seriously 
to believe that there is no simi- 
larity between 1947 and 1920, that 
there will be no similarity be- 
tween 1948 and 1921. 

A number of falacious argu- 
ments are advanced to support 
this contention. They are worth 
considering, chiefly because this 
provides a_ systematic way of 
revealing the serious weaknesses 
in the present situation. 


Readjustments Will Be Gradual 


We are told that readjustments 
will be gradual, that prices can 
decline by 10% to 15% without 
disturbing production, and that 
everything will be alright. 

I call this the ostrich philoso- 
phy. Its proponents quite evident- 
ly have their heads buried in the 
sand, since they are not using 
their eyes to survey critically the 
current economic scene. Let me 
sum it up in a few sentences, lim- 
iting myself to consumers‘ goods, 
which accounts for the major part 
of total production. 

There is an interval of 4 to 
6 months between the time goods 
are produced and the time they 
are sold to the ultimate consumer. 
The consumer at his end is insist- 
ing on lower prices; the manu- 


|period of years. 


has been completed. The forces of 
war always generate demands 
that can be satisfied only over a 
They also gen- 
erate cost increases that cause a 
basic elevation of the price level. 
And they also generate increases 
in the money supply. 

The postwar level of production 
and prices will be determined by 
these basic demands and by pro- 
duction costs, and the latter will 
appear somewhat different than 
they seem as competitive forces 
are completely restored. One 
side of the equation is thus 
determined. What the cap-and- 
gown economist must realize is 
that he can then put in almost any 
money supply value on the other 
side, and its turnover will adjust 
itself to its required value. The 
equation is not much help in fore- 
casting the price level. But if the 
price level and production level 
can be forecast independently, 
then it will do a reasonably good 
job of forecasting the turnover of 
the money supply. 


Foreign Demands Will Keep 
Our Prices High 


This theory states that foreign de- 
mands are so great that they will 
keep our prices high indefinitely. 
What foreigners cannot afford to 
buy we will give them. Or if we 
don’t make the gift, we will at 
least lend them the dollars they 
require. 

I call this the tail-wags-dog 
philosophy. To the extent to 
which it believes that giving and 
lending will be used a la New Deal 
without regard to ordinary com- 
mercial practice, it contains also 
a liberal amount of starry-eyed 
innocence. 

There is no question that should 
be approached more realistically, 
and there is no field in which 
businessmen should have their 
eyes more completely open, than 
foreign affairs, 

Great demands are being made 
on the potential leadership of the 
United States. Great decisions will 
have to be made during the course 
of 1947. Clear cut policies will 
have to be formulated and I be- 





facturer at the other end is insist- 


“|ing on still higher prices on the 


grounds of high costs. Production 
continues at a record high level. 
Goods continue to pour _ into 
distribution channels at prices so 
high that consumers will not buy 
them when they are offered 4 to 
6 months later. 

One writer recently described 
inventory unbalance as now giv- 
ing way to inventory balance. I 
say the unbalance is being prog- 
ressively exaggerated. 


Large Money Supply Will Keep 
Prices High 


We are told that the large in-| 
crease in the money supply, when | 
compared with production, in-| 
dicates that current prices are just | 
about where they should be. 

I call this the cap-and-gown 
philosophy. It is based on the 
classical equation, which says that 
money supply multiplied by 
money turnover should equal 
production multiplied by prices. 


As used theoretically, this 
equation assumes that we know 
the money supply, money turn- 
over, and the level of production. 
It therefore gives us the price 
level by simple arithmetic. 


What I have found in practice 
is that the purchasing agent buys 
liberally only if he thinks prices 
will rise, not merely because his 
company has a large bank bal- 
ance. And no matter how big the 
bank balance may be, he will 
tighten up his orders when he 


sees the supply-demand situation 
weakening. 


There is, of course, some rela- 
tion between the price level and 


the money supply. As I told you, 
I expect production and prices 








both to stabilize well above the 
prewar level after the coming 
period of inventory liquidation 





lieve it is true to say that there 
has perhaps been no more decisive 
period in our history for United 
States foreign policy. 

Public recognition of these facts 
comes belatedly at the very peak 
of the postwar inventory inflation 
boom. Moreover, the implications 
of future possibilities are thor- 
oughly misunderstood, partly be- 
cause the public is not accustomed 
to thinking in terms of foreign af- 
fairs, and partly because Govern- 
mental authorities, for various 
reasons, have not done as good a 
job of informing the public about 
the facts of life as they should 
have done, 

The impression has suddenly 
been created that colossal new 
foreign needs have developed un- 
foreseen; that net foreign de- 
mands on the United States econ- 
omy will increase sharply this 
year and next; and that expected 
declines in food and farm prices 
will be indefinitely deferred. 
These fears have been crys alized 
by the British demand that we 
take over her responsibilities in 
Greece and by ex-President 
Hoover’s report on the German 
situation. 

Let us try to put some of these 
things in proper perspective. 


Relief Gifts to Be Halved 


Let us look at ex-President 
Hoover’s estimate “that total de- 
mands on American generosity” 
through fiscal 1948 will be be- 
tween 1.2 and 1.5 billion dollars. 
Just what does this imply for the 
future? 


The public is convinced that it 
implies a great increase in gift 
shipments. Actually it implies a 
decline of about 50% below the 
1946 level. Gifts in 1946 were 
close to 3.4 billion dollars, this 
estimate being based on returns 
for the first three quarters. In 








1945 they were 7.1 billion dollars 
and in 1944 they were practically 
14 billion dollars, 

How different this situation is 
from what the public seems to 
believe. What is now officially 
projected is a further decline in 
gifts of money and goods at the 
same rate as the shrinkage that 
has been going on ever since 1944. 


Foreign Assets—Loans Credits 
Seriously Reduced 


Even this tabulation of gifts 
and money, however, does not 
supply a complete perspective. 
Total exports of goods and services 
in 1946, over and above the 
amounts that were given away, 
approximated 12 billion dollars. 
This amount, approximately four 
times as great as the value of gifts, 
had to be paid by foreigners 
themselves. To the extent of about 
7 billion dollars, these payments 
were made by the export of goods 
and services to the United States. 
The remaining 5 billion dollars 
was paid for through the reduc- 
tion of foreigners’ assets and out- 
standing credits. 


I should like to raise a question. 
How good are the chances that 
Congress will replenish foreign 
assets and credits by further loan 
grants this year to the extent to 
which these assets and credits 
were reduced in 1946? And to the 
extent to which they will be 
further reduced in 1947? 


I believe future loans will be 
made, but I doubt that they will 
begin to replace the liquidation of 
foreigners’ assets and credits tak- 
ing place in 1946-1947. The short- 
age of dollars abroad is real, and 
it will be even worse by next Fall. 


Net Exports Not a Major 
Price Factor 


There is always a tendency to 
over-estimate the importance of 
price stimulating factors as the 
peak of a cycle approaches. Net 
exports are not a major price 
factor, never have been, and never 
will be. Not only are they never 
very important in relation to do- 
mestic demands but at the present 
time they are one-fifth less im- 
portant than they were in 1919. In 
that earlier postwar year, net ex- 
ports amounted to 5.1% of gross 
national product. In 1920 they 
shrank to 3.9%; in 1921 to 2.9%: 
and in 1922 to 1.1%. In 1946 net 
exports were 4.2% of the gross 
national product and the same 
cycle of decline is likely to be 


followed as occurred in 1920 to 
1922. 


I raise another question. Is it 
more important for the purchas- 
ing agent to keep his eye on this 
small tail that is momentarily 
wagging the dog, or to fix his at- 
tention on domestic demands. 
which represent more than 95% 
of the total? 


Purpose of Loans Defeated 


The foreign situation is defi- 
nitely bad. Western Europe faces 
serious political difficulties, which 
make it difficult to solve econom- 
ic problems. Black markets flour- 
ish; wage rates are high; inflation 
and speculation are extreme: so- 
sial unrest is gaining; and recon- 
struction has made very slow 
progress. 

Meanwhile, conditions in the 
United States have worked to the 
disadvantage of foreign nations. 
The chief purpose of most loans 
was to help finance reconstruc- 
tion abroad. Now the sharp price 
advance has shrunk the real value 
of these loans. Foreign imports 
have contained a greater propor- 
tion of consumers goods than ex- 
pected. The purposes of the re- 
construction have been met only 
fractionally thus far. 


It would seem that if the price 
advance in the United States has 
been to the disadvantage of many 
foreign countries, a later price 
decline would be to their advan- 
tage. Unfortunately, this is hardly 
likely to be the case. Price ad- 
vances in most of those countries 
had been more rapid than in the 
United States, so that the present 
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tain amount of damage to their 
balance of trade. In addition ty 
that the United States, which ; 
an important buyer of foreigy 
materials, will be buying less 
when business activity begins to 
decline. 

I am afraid we must accept the 
conclusion on the one hand that 
the foreign situation is bad enough 
so that some later crisis abroad 
my cause pressure on domestic 
markets and a reversal in busj- 
ness sentiment in this country: 
and on the other hand, that a 
declining trend of business activ- 
ity and prices in the United States 
later this year will further height- 
en the crisis being experienced by 
many foreign countries. 
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Supply-Demand Factors Most 
Important 

I have spent some time in ex- 
amining fallacious arguments be- 
cause they always fly thick and 
fast during the final phases of an 
inflationary cycle. I have spent 
even more time in discussing the 
foreign situation, since it has 
fundamental importance and since 
its adverse nature is bound to 
have an unfavorable effect on 
United States activity before very 
long. Let us spend a few minutes 
in summarizing the high lights of 
the supply-demand outlook: 


Production Generally at High 
Levels 


Many people still seem to be- 
lieve that production of important 
raw material has been handi- 
capped and is at comparatively low 
levels; and that prices generally 
have show smaller increases thai 
after the last war. While it is 
possible to find special cases 
where each of these statements is 
true, it is at least becoming harder 
to find them. Even where ma- 
terials still seem to be scarce, this 
is mainly because demand con- 
tinues heavy rather than because 
production has failed to advance. 

Paper and paper products are a 
typical example. Production has 
exceeded the prewar level by a 
substantial margin. The industry 
is expanding capacity further, al- 
though many mills are operating 
on a five-day week basis. I sus- 
pect that even in this field, where 
conditions of strength will con- 
tinue longer than in some others, 
we will find before the year ends 
that apparent demand, as it exists 
at the moment, contains some ele- 
ment of inflation. 

Strength of the durable goods 
industries is frequently cited as a 
reason for sustained optimism. 
Yet when we consider carefully 
the statistics of production and 
price in this field, I am inclined to 
wonder how long present condi- 
tions can continue. Copper pro- 
duction is well above the prewar 
level. Lead is really scarce and we 
depend on imports for tin. Zinc 
production has expanded sharply. 
Steel output, of course, is at rec- 
ord high peacetime levels, ,Alumi- 
num is being produced in amounts 
that would have seemed fantastic 
before the war. Prices, except for 
steel and aluminum, have sky- 
rocketed, exceeding in many cases 
the highs reached in 1920. 


Chemicals have advanced sharp- 
ly in the last few months, but not 
at the same rate as during and 
following the last war. However, 
the industry has grown tremen- 
dously since that time, and current 
production is at high levels. Price 
swings have not for years been as 
violent in this industry as in some 
others. 

Increased use of synthetic rub- 
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a 
vossibility of speculation in the 
crude. of 

Hide and leather products are 
‘) the uncomfortable position of 
being low in relation to world 
markets, yet so high in price that 
consumer resistance 1s rapidly re- 
ducing the demand for the most 
important item in this field, 
imely, shoes. 
Food and clothing prices are in 
about the same position as hide 
and leather although in some 
cases the situation is even more 
extreme. The public can’t begin 
to consume all that is being pro- 
duced at current prices. Prices 
will have to come down very 


shortly. 


ne 


Conclusion 


Let me conclude by pointing out 
that in any price cycle there are 
certain phases. 

(1) There is a time when in- 
ventory speculation is highly prof- 
jtable. 

(2) There is a second point be- 
yond which all buying has to be 
put on a highly selective basis. 

(3) There is a final point where 
it pays to be short of the market. 

For the present cycle, I would 





say that the period of practically | 
riskless inventory speculation be- | 
gan when war broke out in 1939 
and continued until last year. 
You could buy almost anything 
with your eyes shut up to the time 
when OPA was deprived of its 
control over prices. 


Thirty days after OPA lost its 
powers, you had to begin buying 
selectively. The topping out phase 
of the present cycle had begun. 
Although it could be expected to 
last anywhere from nine to 12 
months, this period was not one 
for further speculation but for 
consolidation. 


Since your orders today de- 
termine the level of your inven- 
tories tomorrow, it has been nec- 
essary for several months past to 
coordinate selective buying with 
the idea that you would be short 
of most markets sometime a little 
later this year. By mid-year, in 
my opinion, only a compelling 
strength in the position of indi- 
vidual and isolated items will jus- 
tify you in having a raw material 
coverage great enough to cover 
your forward sales. 





Wages, Prices and Profits in a 
Free Society 


(Continued from first page) 


The American Economic System 


We speak of it as a voluntary 
economic system. Each of us is 
free, within our means and abil- 
ity, to become a job-maker or a 
job-holder or to become self-em- 
ployed. No one dictates that choice 
to us. This choice is one of our 
great freedoms. 

Each of us, instead of produc- 
ing everything we need, is a spe- 
cialist—each produces more of his 
product or service than he wants 
for his own use. The product of 
our labor is exchanged for money. 
Thus the free price system and 
the free market in which goods 
are bought and sold is the heart 
of this system. 

The great strength of America 
ander this voluntary system rests 
on educated, intelligent, free 
workmen; on science and re- 
search; on a system of law and 
order which provides an incentive 
to accumulate private property 
and job-making capital facilities; 
on a system of rewards which 
leaves in the hands of the crafts- 
man and others the fruits of their 
efforts. 

Ours is a capitalist society which 
means that the workman does not 
work with his bare hands. He has 
a large complement of tools, ma- 
chines and other factory facilities 
at his disposal. A price has to be 
paid to encourage the accumula- 
tion of this capital. The wage 
motive will cause a man to take a 
job if the profit motive first cre- 
ates the job. On the average in 
our whole economy, it takes about 
$7,000 investment to create one 
job. Without investment, there 
-are no jobs. 

Wages are not an end in them- 
‘selves—they are paid to encour- 
sage production. 

The profit motive is not an end 
in itself. Under competition it 
‘guides production, its cuts costs 
and stimulates efficiency. The 
profit motive thus performs a 
number of very important roles. 

The coémpetitive motive perme- 
-ates our whole society. We grade 
our pupils: in schools, we hold 
essay contests and athletic events. 
Later we have a system of wage 
sand salary’ differentials. The com- 
‘petition on Broadway and in Hol- 
lywood is enormous. The busi- 
nessman competes for consumer 
‘acceptance. Wholesalers and re- 
ttailers vie with each other for 
«consumer patronage. Competition 
is a powerful force making for 
economic and social progress. 

Yet, most of us also have a 
‘monopolistic streak in us. We 
‘try to insulate ourselves from 
the rigors of competition. We 





don’t like to see someone else try- 
ing to “horn in” on our job, our 
business, or our preserve. For 
this reason one of the best laws 
ever passed by Congress was the 
Sherman Tnti-trust law of 1890. 
Indeed, if this law ever becomes a 
dead letier, that will mean the 
end of our economic system under 
which we have attained the high- 
est mass standard of living on the 
face of this planet. 


No doubt this law has not been 
perfectly enforced. But, by and 
large, competition in the market 
place still far exceeds monopoly. 
Today we have the largest popu- 
lation of independent business es- 
tablishments in our history, over 
3.6 million units, not including an 
additional 6 million farms. The 
government has an important role 
to piay in keeping alive the com- 
petitive motive and in preventing 
monopoly. 


What’s Wrong? 
Now, why has some sand been 


thrown into the gears of this 
almost ideal system? What has 
gone wrong? Why are we in 
trouble? 


Without going into detail, it 
seems that we must blame much 
of it upon war, including the first 
World War. We never fully re- 
covered from the distortions, the 
maladjustments and the chaos of 
the first World War. It can be 
shown easily that the depression 
of the 1930’s had its origin to a 
large extent in the first World 
War and its aftermath. We sim- 
ply cannot put our economic sys- 
tem through the tortuous mis- 
alignments of a major war with- 
out having to pay the price. Just 
one example: Prior to 1914 Eu- 
rope produced some 8 million tons 
of sugar; during the first World 
War this dropped to about 2 mil- 
lion tons. Our farmers were en- 
couraged to make up the deficit, 
in svite of which sugar jumped 
to 30c per pound. After the war 
when Europe got back into pro- 
duction the world tended to 
produce an oversupply; sugar 
dropped to 1 or 2c per pound in 
New York. The sugar industry 
was in a depressed state during 
the entire inter-war period and 
helped to draw down the whole 
economy in the 1930’s. Surely, if 
we put our economy through this 
type of contortion we cannot ex- 
pect stable prices, steady jobs or 
a stable economy. What is said 
abeut sugar applies with equal 
force to many other commodities 
and parts of the economy. This 
matter is emphasized because 


our “economic system” for mala-} 
dies for which it is no way re- 
sponsible, and because we stiil 
have to pay the price for the mal- 
adjustments of World War II in 
the years ahead. We are not yet 
out of the woods. 


_ Wars upset our economic system 
in another way, namely through 
our money supply. During wars 
our money supply is greatly in- 
creased, because governments find 
it hard to levy sufficiently heavy 
taxes completely to finance war 
operations. During the war we 
increased our supply of money 
(currency and demand deposits 
in banks, the equivalent of money) 
from about $33 billion to over 
$100 billions. There has been a 
long-run tendency for us to have 
about $1 in money for each $2 to 
$3 of national income. The up- 
ward drift of prices during the 
war and since the war is due in 
part to the effort of this excess 
money to go to work. All the 
surplus dollars are owned by 
someone. As they lose buying 
power, that is as prices rise, their 
owners try more rapidly to con- 
vert them into goods—to spend or 
invest them. If production lags, 
the only effect can be higher 
prices for real estate, for com- 
modities and services. This is in- 
flation. 


Therefore, if prices are high and 
drifting higher, do we not have 
to do something to restore our 
money supply to a proper bal- 
ance? If this diagnosis is sound, 
should we not make a technical 
study to see what can be done to 
the causes of rising prices instead 
of simply denouncing high prices 
or keeping them down artificially 
by law? We should be _ wise 
enough to deal with the causes of 
inflation and not allow anyone to 
label us as “symptom treaters.” 


Probably the greatest single 
cause of labor unrest is this in- 
stability of the value of the dol- 
lar. Rapidly falling or rising 
prices arbitrarily redistribute in- 
come and wealth; they set up seri- 
ous tensions between persons and 
between groups in _ society. 
Whether prices are falling or ris- 
ing, the real income of some per- 
sons cr groups as against others is 
sharply altered; this sets in mo- 
tion forces and actions to counter- 
act the worsening of positions. 
Individuals and their organiza- 
tions take a hand to make correc- 
tions, each according to his or its 
own lights, and few of them ever 
taking the time to deal with the 
causes. 


If the national government de- 
voted only a small fraction of its 
time to a serious intelligent stu- 
dy of this problem and developed 
practical measures to fulfill the 
Constitutional mandate, Congress 
shall, “Coin money regulate the 
value thereof” (Art. 1, Sec. 8), it 
would do more to reduce labor un- 
rest than anything else it could 
undertake, During the 1920’s the 
purchasing power of the dollar was 
remarkably stable; it was an era 
of comparative industrial peace. 
By and large the worker felt that 
the free labor market and the free 
goods market were giving him a 
reasonably fair deal.”’! 

This issue is emphasized be- 
cause we are too apt to blame our 
econcemic system, and _ indeed 
judge this system, on the basis of 
criteria which have no relevance 
to it. We are in danger of abol- 
ishing this system in some future 
day of trouble, because we attrib- 
ute weaknesses to this system 
which are not in reality a part of 
it. In these days of science, re- 
search and knowledge we should 
apply the same  unemotional, 
hard-headed analysis to the causes 
of our economic maladies as we 
would to a machine which does 
not perform according to specifi- 
cations. We should be skeptical 
of panaceas and nostrums. This 





iFor further discussion of this 
matter see: “Industrial Relations 
—Frustrated and Perverted,’ by 
E. P. Schmidt, “Commercial and 


we owe to ourselves. You can help | 
through this educational confer- | 
ence. 
| 
‘ “se . 
The Current Situation | 


Today the nation is confronted 
with a demand for a second post- 
war round of wage increases, up 
to 25%. Can we have such an in- 
crease without corresponding 
price increases? Can the increase 
be taken out of profits? Do we 
need such an increase to maintain 
prosperity and jobs? Will such a 
wage increase widen the dispari- 
ties of income of different groups 
and pave the way more certainly 
for depression? These are crucial 
economic questions. 


The chief argument for a fur- 
ther wage increase is the rise in 
the cost of living. Why is the cost 
of living rising? Assuming that 
competition prevails in most of 
the commodity markets—and few 
would deny that this is the case— 
prices must be rising because de- 
mand backed by purchasing power 
is bidding them up. Some would 
blame businessmen for putting 
prices up. No doubt the business 
man has some degree of power or 
control over prices, but he can 
exercise this control effectively 
only by control over the supply. 
So far no responsible person or 
agency has accused businessmen 
of any substantial withholding of 
goods from the market or delib- 
erately cutting production. Fed- 
eral agencies have noted the rise 
in inventories in the hands of 
businessmen, but they agree that 
this dollar rise is due primarily 
to three factors; one, higher price 
tags automatically mean more 
dollars worth of inventories; two, 
components are missing so that 
shipments have lagged; and three. 
doing more business requires 
keeping on hand a somewhat 
larger stock. Relative to sales 
volume, the Department of Com- 
merce reports that inventories are 
still slightly below prewar nor- 
mal, although it is quite probable 
that in a few cases there may be 
some hoarding for higher prices 
and there is some consumer 
hoarding as well. 


Considering the sellers’ market 
which has prevailed since war’s 
end, it is indeed surprising that 
prices have not gone higher. Vast 
liquid savings and high money in- 
comes created a fabulous demand 
for goods. It is probable that his- 
tory will conclude that American 
businessmen showed remarkable 
self-restraint in their pricing poli- 
cies in the face of the intense de- 
mand. Just one example: The 
regular dealer price of our cheap- 
est popular motor car is about 
$1200; yet every Sunday in the 
classified advertisements of our 
metropolitan newspapers’ these 
1946 and 1947 models slightly 
used, are being offered for sale 
for $1700 to $2000. Considering 
the intense demand, General Mo- 
tors, Ford and Chrysler appear to 
have actually under-priced their 
products, far from taking advan- 
tage of a temporary situation. 

Why then are prices rising? The 
only rational answer seems to be 


the supply at existing prices, so 
that in o.der to create equilibri- 
um, the prices are bid up. Now 
we come to the crucial questions: 
What would a further wage in- 
crease do to this disequilibrium 
of supply and demand? If every 
worker got more dollars in his 
pay envelope every week, these 
dollars would bid more fiercely 
for the scarce supply of goods. It 
is very difficult to see how a wage 
increase would solve this problem, 
however much we lament the re- 
cent price increases. 


Businessmen are given credit 
for the abolition of price control. 
No doubt some of them are flat- 
tered to hear that they had so 
much influence with a Democratic 
Congress and a Democratic Ad- 
ministration! The experts in the 
OPA who studied the overall sit- 
uation tell us, however, that the 
businessmen should not have the 
credit. They state that price con- 
trol broke down; it was we the 
consumers with pockets bulging 
with cash that made a travesty of 
price control. The demand for 
meat and other products was so 
intense that the black market re- 
placed the legitimate market. 
Quality deteriorated, and many 
items just disappeared from the 
market. Public opinion polls just 
before the abolition of price con- 
trols showed a majoritv in favor 
of their liquidation. Let’s not give 
ean creait where none 1s 
ue. 


Why did this situation develop 
in the first postwar year? We had 
great backlogs of demand, we had 
to refit our demobilized soldiers, 
and during the war despite a pop- 
ular notion to the contrary, wage 
rate increases greatly exceeded 
price increases. From 1939 to V-J 
Day the consumer price index 
showed a rise of only 30% while 
factory hourly earnings increased 
by 58%, or nearly twice as fast, 
according to the Department of 
Labor. By December 1945, after 
some down-grading of labor and 
after overtime had fallen, average 
hourly earnings still stood 53% 
over prewar and the cost of living 
was up only 30%. Weekly earn- 
ings, to be sure, fell somewhat 
from war-peaks, but if we work 
fewer hours, common sense, tells 
us that there must be less to share 
among all of us. 

By restricting our attention only 
to what has happened to wages 
and prices since January 1945, it 
is clear of course, that prices rose 
more rapidly than wages; but such 
a confined view ignores the pres- 
sures which were building up 
during the war. 

By V-J Day the cost of living 
index was a modest 6% above 
1929, while factory hourly wage 
earnings were 81% above the 1929 - 
figure. Thus, whether we exam- 
ine the war period as a whole, or 
the longer 16-year period we find 
that the real purchasing power 
of American workmen has risen 
substantially. This is the kind of 
progress we all like to see. 

The data from official sources 





that the demand for goods exceeds 


Item— 1929 1933 
Cost of living: 
*1935-39=-100 __-_-- 122.5 92.4 
Avg. hourly earnings: 
1. §SManufacturing —- $9.590 $0.491 
2. “Manufacturing — .566 .455 
Iron, steel & prod. +.654 .503 
Elec. machinery-- 7.627 571 
Other machinery- i" 
Automobiles ~---- .695 .593 
Transport. equipt. ‘ 
except autos. —- p 
Textile mill prods. ; + 
Food & kindred 
products ~----- t + 
TONGS  aatncnxe 4 t 
Bldg. construction zt Bs 
Bitum. coal min’g 681 .5C1 


Retail trade ---- t t 


1935-39100. 


{Bureau of Labor Statistics, U. S. 








there is danger that we will blame 


Financial Chronicle,” Oct. 17, 1946. 


+National Industrial Conference Board. 
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WAGES AND COST OF LIVING 1929 TO 1246 


is given in the accompanying 
table: 
Sept. Dec. Dec. 
1939 1945 1945 1946 
94.4 128.9 128.9 153.3 
$0.720 $1.085 $1.102 $1.25 
644 987 994 1.15 
159 1.089 1.091 1.25 
740 1.014 1.050 1.20 
146 1.119 1.134 1.23 
929 1.224 1.220 1.40 
785 1.264 1.239 1.34 
484 163 795 96 
618 880 915 1.06 
476 786 805 95 
932 1.392 1.397 1.57 
886 1.261 1.281 1.49 
536 .783 .796 92 


*Consumers price index, Bureau of Labor Statistics, U. S. Department of Labor, 


sNati strial Couference Beard, covering 25 major industries. : 
nee gg rem Dept. of Labor, except the noted 1929 figures. 


tNot available. 
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Wages, Prices and Profits in a Free Society 


(Continued from page 1545) 

Is it 10t tue tnat our troubles 
in 
more from our economy than it 
was capable of delivering. As a 
group we can take out of the 
economy only what we and nature 
put into it. 


Shortage of Capital 


In addition to the foregoing fac- 
tors, part of our trouble is due to 
a shortage of capital. In spite of 
the wartime growth of investment 
in some lines, much of it is of no 
civilian use, today we are woe- 
fully short of productive facilities 
in line after line. Basically, our 
productive capital was designed to 
produce a national income of 


about $90 billion at pre-war 
prices, to complement a_ labor 
force of about 50 million. Today 


our national income in dollars is, 
up nearly 100%, running at about 
$175 billions ard our labor force 
is about 60 million. Even allow- 
ing for the inflation of prices, our 
income payments, our flow of 
wage payments are making a ter- 
rific demand upon our economy 
which it is not geared to cope 
with. We seem to be in the posi- 
tion of the opera company which 
sold more tickets than it had 
seats; then to correct the unbal- 
ance it sold some more seats! A 
general wage increase would give 
us more tickets, but- how would it 


grow more livestock, produce 
more furniture, or houses, or 
shoes? 


For reasons of debt management 
and keeping the interest cost of 
the Federal debt low, the U. S. 
Treasury has engineered an ab- 
normal'y low interest rate. This 
puts very little premium on sav- 
ings and gives all of us an incen- 
tive to spend most, if not all, of 
our income as we earn it, thus 
stimulating price rises in the con- 
sumer markets. When capital is 
searce, the interest rate should 
rise so that we would be encour- 
aged to save a little more of our 
income and thereby divert this 
purchasing power to catching up 
on our capital shortage. 


If this diagnosis is valid, and if 
Wwe are sincere in wanting to get 
at the causes of our maladies, we 
have to concern ourselves even 
with such dry, intricate and ob- 
scure issues as the interest rate. 
We dare never forget that the in- 
terest rate is a price; it should be 
governed by supply and demand 
eonditions, and that an adjusted 
interest rate has a very important 
role to play in our economic so- 
ciety. It appears that we are pay- 
ing the price for manipulating it 
artificially. It can no longer do 
its natural work and this explains 
in part the distortions between 
prices and wages and capital for- 
mation. 

Profits 


Could a second round ef wage 
increases be taken out of profits 
without any price effects? Today 
profits, while very uneven as be- 
tween companies, are large both 
before and after taxes. Are they 
too large? What happens to the 
profits not distributed as divi- 
dends? Are profits purchasing 
power? 

High profits always have been 
and should be an open invitation 
to new investment. If profits are 
good, this seems to mean that the 
enterprise is meeting a good con- 
sumer response. More investment 
and therefore greater output are 
needed in those areas where prof- 
its are above normal. So long as 
there is freedom to open new 
plants in these lines we should 
have no complaint; these plants 
will provide more jobs and more 
products. This is as it should be. 
Right now with a shortage of cap- 
ital in many, many lines we need 
to have strong incentives to build 
more plant, more stores, more 
service establishments and more 
recreational facilities. Then prof- 
its will shrink to normal. Why 

don’t more labor unions use their 


— 


1946 came from demanding | 


reserves to go into business, open 

| plants and stores in those sectors 
|where profits are unduly high? 
This would help everyone. 

There has been a disposition to 
judge current profits by prewar 
standards. This is dangerous for 
our future wellbeing. Before the 
war profits were so depressed that 
we did not have an adequate in- 
centive to put more money into 
payrolls, new investment and en- 
larged plant. We had 8 million 
men unemployed. 

Prewar standards are dangerous 
also, because the profit or divi- 
dend dollar has lost purchasing 
power just as truly as the wage 
dollar. 

Also the cost of reproducing the 

physical assets of American in- 
dustry is about 50% above prewar 
costs. Therefore, if we are going 
to get adequate replacement capi- 
tal and new investment to put to 
work our growing labor supply 
we must have enough incentive 
to cover the risks of this invest- 
ment. Furthermore, since 1939 the 
total investment base has grown, 
so that a dollar volume of profits 
sufficient to keep the economy go- 
ing at that time is likely to be in- 
adequate to keep our present 
economy going at a satisfactory 
volume and encourage the neces- 
sary growth. The 1946 profit dol- 
lar contained a large component, 
perhaps one-fifth, of inventory re- 
valuation, a non-recurring item 
unless we have still more infla- 
tion. Inventory profits are likely 
to be offset later by a decline in 
the value of inventories. Divi- 
dends in 1946 amounted to less 
than $5 billion, against a _ total 
wage and salary bill of substan- 
tially over $100 billion, the bal- 
ance of profits being used to fi- 
nance payrolls, inventories and 
expansion. Indeed hundreds of 
corporations including some of 
the strongest, like General Mo- 
tors, had to float new security is- 
sues or make bank loans in order 
to finance their normal operations. 
Many corporations abandoned or 
reduced expansion programs be- 
cause of high costs and unsettled 
conditions. This not héalthy for 
the economy. 
From 1929 to 1946 net corporate 
profits constituted only 4.9% of 
the national income as against 
65% to 70% for wages and sala- 
ries, and dividends constituted 
only about 3% of. the national in- 
come. Thus profits, if they are 
to govern wage increases, would 
not amount to very much. 


This brings us to the question: 
Can a second round of wage in- 
creases come out of profits. The 
evidence for this view is not fa- 
vorable.2 


In every line of business there 
are always marginal producers, 
those just breaking even or op- 
erating at a loss. A wage increase 
demanded by industry-wide un- 
ions will inevitably affect these 
high-cost producers just about the 
same as low-cost producers. The 
18.5c an hour raise of last winter 
in numerous industries was forced 
on all producers in those indus- 
tries. and raised pricecs. If the 
high-cost producers are going to 
stay in business, they must raise 
their prices when their costs rise. 
The more efficient producers, who 
might be able to absorb some 
wage increases, may drive to the 
wall these higher-cost producers 
and thus this constant upward 
wage pressure when spread across 
all units of an industry would 
help bring about the very concen- 
tration of wealth into fewer com- 
panies which we all oppose. 


_Furthermore, under competi- 
tion every producer is marginal 
in part of his output; that is, he 
tends to push production until the 
last dollar spent on production 





2For a more comprehensive dis- 
cussion of Robert Nathan’s “A Na- 
tional Wage Policy for 1947,” see 
“Business Action,’ Chamber of 
Commerce of U.S.A., Dec. 24, 1946. 
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just yields a dollar or a little more 
than a dollar of revenue. Now 
every time wages or any other 
costs rise, this marginal produc- 
tion become unprofitable and so 
some goods disappear from the 
market, unless prices can be raised 
commensurate with the increased 
costs. This is the reason why we 
cannot assume that a lump sum of 
profits held by an omnibus corpo- 
rations exists which can be tapped 
for wage increases. Thus it is 
pure folly to assume that wages 
can be increased without price 
effects, unless accompanied ‘by 
rising efficiency. 

Furthermore, many whole::in- 
dustries and many companies of 
other industries have subnormal 
or almost no profits. Yet these 
would be subjected to the same 
upward wage pressure as their 
competitors. Indeed the country 
has not yet digested the complete 
effects of the first round because 
it takes varying periods, from a 
few days to many months, for the 
full effect of wage increases in 
steel, coal transportation, etc., to 
make itself felt throughout all 
sectors of the economy. 


To those who argue that we 
must raise wages in order to 
shrink profits to their proper size 
should ask themselves this ques- 
tion: If the repeated wage jumps 
amounting to about 150% since 
1933 did not shrink profits to the 
proportion which they think is 
proper, on what grounds do they 
believe that another round of 25% 
wage increases would shrink prof- 
its to the proportion which they 
think is proper? With an elastic 
currency and _ strong markets, 
there is no way, fortunately, by 
means of which a wage movement 
can destroy necessary competitive 
incentive profits. A's markets be- 
gin to shrink, of course, these arti- 
ficial and uneconomic wage dis- 
parities will become unbearable. 
Then profits and jobs will dis- 
appear together. 


Some persons may have been 
mislead by an. item which ap- 
peared in the CIO “Economie Out- 
look,” Sept., 1946 which: stated: 


Although the proportion of 
labor costs to total costs vary 
from industry to industry, wages 
and salaries average about 25% 
of all costs in manufacturing, 
according to the U. S. Federal 
Trade Commission reports. This 
means that even if higher wages 
did , necessarily raise’ prices, 
every 10% wage raise would in- 
crease the total production cost 
only one-fourth as much, or by 
2.5%. 


But this would be true only if 
the 10% increase took place in 
but one plant. If a similar 10% 
wage increase took place at about 
the same time in the other plants 
and establishments which supply 
raw materials, semi-finished com- 
ponents, containers, fuel, power, 
transportation services, etc., to 
this one plant, clearly the total 
costs within and to this one plant, 
would arise by approximately the 
full 10% wage increase, and not 
merely by 2.5% as the article 
claims. 


Wage increases in one plant or 
industry are exceedingly conta- 
gious. The labor movement is 
highly political. In practice this 
tends to mean that a wage in- 
crease secured in one sector soon 
makes its influence felt in other 
sectors and this is why the case 
outlined by the “Economic Out- 
look” is none too realistic. 


So long as only 5 or 10% of the 
workers were unionized, these 
workers frequently experienced 
wage increases and improved 
working conditions through de- 
mands, strikes and threats of 
strikes. But these gains, unless 
offset by a rise in productivity, 
came at the expense of the -esi 
of the community, just as tne re- 





cent union wage sky-rocketing 
came at the expense of teachers, 
clergymen, professional workers, 


and others with lagging incomesr— 
now requiring readjustment. 

Now that we have 15 million 
men in unions, general, massive 
widespread wage increases must 
be reflected in closely correspond- 
ing price increases. Labor leaders 
decry these price increases and 
lament the passing of the OPA, 
but actually, they are fighting 
each other’s wage increases even 
though they talk as though they 
were fighting price increase.. 

If this analysis is correct, is not 
another round of wage increases 
licked before it gets started be- 
cause under the agricultural price 
parity program fixed by law, 
whenever things farmers buy ris2 
in price, then agricultural prices 
will have to be raised? Here’s a 
legalized interdependence of farm 


and city product prices which 
cannot be ignored. 
Purchasing Power 
In the past year we have 


learned 
on the 
chasing 
Money 


some hard, tough lessons 
difference between pur- 
power and real income. 
is not real purchasing 
power; it is a medium of ex- 
change. It is a-system of counters, 
a device for transferring the right 
to purchasing power or to real 
income. It is not real income it- 
self. 

In spite of the phenomenal 
wage rate increases of 150% since 
1933, the share of the national 
income going to labor is almost 
exactly the same today as it was 
in 1933 or 1935—the balance go- 
ing to farmers, pensioners, people 
in institutions, and businessmen 
It seems clear that the only way 
to augment the standard of living 
of the workers and of all persons 
is to produce more. A redistri- 
bution of income by law or by 
collective bargaining does not 
seem to be very fruitful. . These 
are some very stubborn facts and 
we should look them in the face. 

While collective bargaining may 
perform several useful functions, 
are we forgetting that wages are 
paid only out of productivity and 
sales? Evidently, even collective 
bargaining cannot alter this fact. 
Wages always are a cost to some- 
body —they are not only “pur- 
chasing power.’ Beware of the 
man who talks and talks of “pur- 
chasing power,’ unless he also 
reeognizes that income and costs 
are merely different ways of 
looking at the same thing. Your 
income and my income are a cost 
to someone else. 

From 1840 to 1930, a period 
when we had little unionism and 
little labor legislation, wage rates 
increased seven fold while prices 
rose only 20%. It was the com- 
petitive bidding for scarce labor 
which drove wages up. Inventions, 
labor-saving tools, a phenomena! 
rise in industrial know-how, as 
well as better educated workmen, 
made possible this enormous rise 
in wage rates while prices were 
nearly constant. We __ steadily 
turned out more goods per hour 
of work; the competition in the 
goods market and the competition 
among employers for the services 
of labor moved wages up; a rise 
in living standards was shared By 
all consumer groups. 


Indeed, under a competitive 
economy where there is the free- 
dom and the will to open new 
factories and other business estab- 
lishments, there is no way by 
means of which employers or 
owners can keep the efficiency 
gains to themselves. We do not 
need government directives or 
planning boards to spread the 
fruits of production among ali 
groups. Today the consumer is 
paying the price for our denying 
these elemental truths. 


“Social Gains” vs. Production 


Our preoccupation with money 
wage rates has sealed our eyes 
against a clear view. However 
desirable the “social gains” of la- 
bor may be, we should not con- 
fuse them with. some other fun- 
damentals. This applies to “vaca- 
tion with pay,” “time and a half for 








\overtime,” “promotion by age,” 


. . re 
“paid sick leave,” “groy 


ance,” “‘pensions,”’ “unemploymer 
insurance,” “portal-to-porta| poet 
“night shift differentials” «,° 
anteed wages” for slack 
and @ host of others. 
some of these payments may | 
most-desirable, but we should sto, 
calling them “purchasing power’. 
we should stop viewing them a, 
making a net addition to the real 
income of the consumer? For th, 
most part, these are payments for 
nothing; they constitute mo) ey 
outlays with no comparable pro. 
duction offsets. 

Common sense should reveg| 
that if every workman is paid ay 
hour per day of portal-to-porta] 
travel time, or warming up time 
or whatever may be the pretext 
this does not produce more shoes; 
more furniture, more food or any. 
thing else. It may provide more 
dollars, but common sense shows 
that payments for doing nothing 
cannot augment the standard of 
living of our people. The only 
purchasing power, viewing the 
country as a whole of which each 
of us is a part, is the production 
of more goods and services. Money 
is a mere medium of exchange, 
Great Britain is a prize example 
of a country bed-ridden with so- 
cial security. Have we the wit to 
profit from her maladies, by keep- 
ing a proper balance? 


P insyy. 


Suar. 
Periods 
To provide 


Conclusion 
For hundreds of years the 
standard of living of peoples 


throughout the world was station- 
ary. Because our society is based 
on science and research on a capi- 
talistic technology and the indi- 
vidual profit motive, it is possible 
for us to lift our standard of liv- 
ing at an average rate of approxi- 
mately 2 to 3% per year. If wage 
rates are pushed up more rapidly 
than about this figure, we are 
faced with three possibilities: 

(1) The beneficiaries of such 
greater increases will profit at the 
expense of other’ sectors of 
society. 

(2) Workers may price them- 
selves out of the market and mass 
unemployment may be created. 

(3) Inflation will take place. 

We have tried to adjust to the 
phenomenal wage increases of the 
last few years with all three of 
the above results, with one or an- 
other of these tendencies predom- 
inating at a given time. Which 
tendency will predominate this 
year and next year will probably 
depend more on what organized 
labor does than any other single 
sroup. Organized labor has a 
cohesiveness and solidarity which 
gives it enormous power. With 
power must come responsibility. 

Furthermore, no society can en- 
dure unless its members are 
agreed on some _ fundamental 
values and policies. A very few 
policemen can usually “keep 
order” when there is common 
agreement on values, objectives 
and means, because it is really the 
community that keeps itself in 
order. When society splits into 
factions, the policeman may be 
quickly overpowered; everyone 
knows how fragile any civiliza- 
tion proves when the divisive 
forces become overpowering. The 
idea that “management and labor 
must cooperate” is not an idle 
preachment. It is an indispensi- 
ble essential if we are going to 
preserve our way of life and our 
civilization. Europe is full of 
“busted” civilizations and cul- 
tures. The Europe we have known 
is gone. 

The factors of disintegration in 
our own society sometimes appear 
to exceed the cohesive forces. It 
is not yet too late for us to re- 
unite in a common objective. 
Progress flows from our being 
dissatisfied with our economic 
status, but this ambition must be 
tempered with reason because if 
we make impossible demands up- 
on our economy, the seams will 
burst, the frictions will paralyze 
our economy, and the uneconomic 
demands will make our way of 
life impossible of survival. 





This is a challenge to all of us. 
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_ pressed in his memorandum of 
_ March 3 seems so plausible, and 
he makes it seem such a simple 


. tion in a line of credit carried by 


_ any objection to it. But when the 


. and other features of the Banking 


_ more significance and it is pos- 
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“Only in Open Market!’ 


(Continued from page 1510) 
passed or not, lc will show at any 
rate something of the persistence 
of Eccles and his patience in 
waiting until some of his former 
chief opponents have died off in 
his proclivity in getting what he 
wants, at long last, in tne Federal 
Reserve Sys.em. As a matter otf 
fact, with many monetary econ- 
omists who have closely followed 
panking leg.slation over the past 
twelve or thirteen years, it is al- 
most an unfailing sign that when 
Mr. Eccles supports anything 
strongly it is time to seek out the 
“nigger in the woodpile” and con- 
sider carefully what it is all 
about. The plain meaning of the 
Banking Act of 1935 on the point 
which Mr. Eccles and the current 
bill want to set aside permanently 
is quite evident when that Act is 
carefully reviewed. 

When the Banking Act of 1935 
was passed by both houses and 
finally signed by the President on 
August 23 of that year, this au- 
thor expressed the view that one 
of the most significant gains for 
the Glass forces in the “Glass- 
Eccles Controversy” over the con- 
tents of this act, was the limita- 
tion in the final Act—Sec. 206 
(a)—that government securit-.es 
in the form of bonds, notes, and 
ther obligations could “be 
bought and sold without regard to 
maturities but ONLY IN THE 
OPEN MARKET.” These views 
were expressed in two articles 
written for another publication on 
Sept. 16 and 19, 1935, entitled 
“Banking—Whese Victory?” and 
“Bank Act—Gains and Losses,” 
which were widely used by the 
Association of Reserve City 
Bankers at the time by having 
several thousand copies of them 
reproduced by the photo-offset 
process for use with its own mem- 
bers, other members of the 
American Bankers Association, 
and other interested groups. In 
these articles I maintained that 
these five words—Only in the 
Open Market—were “probably the 
most important five words in the 
Banking Act of 1935.” After 
twelve years of study of the situ- 
ation, and despite all of Mr. Ec- 
cles attempts to have these words 
thrown out of the Federal Re- 
serve Act, my opinion of their 
importance has not changed. 


Some Historical Significance 
Mr. Eccles’ position as ex- 


matter, involving only up to five 
billion dollars at any one time— 
just a mere bookkeeping transac- 


the twelve Feds for the Treasury 
—that on the surface one wonders 
why even conservative monetary 
and banking economists can see 


background of these five words is 
considered, along with Mr. Eccles’ 
relation to the struggle over them 


Act of 1935, the real purpose of 
this: proposed legislation takes on 


sible to see its meaning and po- 
tentialities in their true light. 

As it will be well remembered 
by those of us who have been 
closely following banking devel- 
opments and banking legislation 
for the past quarter of a century 
or more, on Feb. 6, 1935, Eccles 
presented two bills simultaneously 
to the House and Senate—S. 1715 
and H\' R. 7617—thereafter known 
as the “Eccles Bills” and referred 
to as such in the hearings held on 
them. These bills sought to revo- 
lutionize our Federal Reserve 
System in the matter of authorily 
over, and f.nal control of credit. 

As the late Senator Glass stated 
at the time, shortly before the 
Senate version of the banking 
bill was passed, there was no 
question that Governor Eccles (as 


Reserve organization, wanted to 
convert it into a highly central- 
ized agency in credit control and 
into a potent agency and unit in 
the whole field of economic plan- 
ning. 

For this reason, according to 
Glass, Eccles wanted a }keueral 
Reserve Board of “brain trusters” 
instead of men who fairly repre- 
sented the interests of agriculture, 
industry, commerce and finance 
throughout the country. The Ec- 
cles bill provided that “members 
of the Board shall be well quali- 


—An Inflation Safeguard 


fied by education or experience, 
or both, to participate in the for- 
mulation of national economic and 
monetary policies.” (Hearings, 
1935, p. 282.) This was in his tes- 
Banking Act of 1935, May 10, 
timony before the Glass Sub-Cam- 
mittee as late as May 10, 1935; 
and as late as July 12, 1935, when 
the going for the Eccles Bill was 
tough in the Senate, with his bill 
as H.R. 7617 passed by the House 
on May 9, 1935, but reported to 
the Senate on May 13 “by Mr. 
Glass with an amendment,” the 
late President Roosevelt issued a 
statement, probably inspired by 
Mr. Eccles, that such limited con- 
trols of credit as the Senate Bill 
provided would not be satisfac- 
tory to him, and that he was pre- 
pared “to fight it out” with Sena- 
tor Glass and others in the Senate 
until he got the undivided and 
undisnuted authority for a Fed- 
eral Reserve Board of the type he 
wanted, in the operation of the 
three credit control levers, i.e., 
(1) Open Market Operations; 
(2) Discount Rates; and (3) Re- 
serve Requirements. 

The “amendment” which Mr. 
Glass had introduced in the Senate 
on May 13 was to strike out all 
after the enacting clause of the 
House Bill—92 pages—and insert 
the part printed in italics, i.e., a 
whole new Senate Bill, differing 
at almost every point where fun- 
damentals were concerned with 
the House measure! 


Eccles Bill Proposals 


Old Sec. 207 of the Eccles 
Bill as passed by the House pro- 
vided that “subsection (b). of sec- 
tion 14 of the Federal Reserve Act, 
as» amended, is further amended 
by ... adding the following: “Pro- 
vided, that any bonds, notes or 
obligations which are direct ob- 
ligations of the United States or 
which are fully guaranteed by 
the United States as to principal 
and interest may be bought and 
sold without regard to maturi- 
ties;’’. The Senate version was the 
same as this amended Sec. 207, 
but became Sec. 206 (a) in the 
final Banking Act of 1935, but 
with the elimination of the semi- 
colon after “maturities” and the 
addition of the words “but only 
in the open market.” Thus the 
language and meaning of the Act 
were perfectly clear. 

Now the Wolcott Bill—H.R. 2233 
—strongly supported by Eccles, 
wants to change the wording of 
this section to read, as it does in 
the present emergency legislation, 
by adding after the word “maturi- 
ties,” “either in the open market 
or directly from or to the United 
States” (meaning the Treasury); 
“but all such purchases and sales 
shall be made in accordance with 
the provisions of Section 12A of 
this Act and the aggregate of such 
obligations acquired directly from 
the United States which is held 
at any one time by the 12 Federal 
Reserve banks shall not exceed 
$5,000,000,000.” 

No time limit is set for this pro- 
vision as there was in 1942, at the 
insistence of Senator Taft, and 
Eccles in his memorandum infers 
that it should last as long as the 
public debt itself lasts. He claims 
that the need for this provision 
“is no more temporary than the 
large public debt and the fiscal 
operations involved in it. ... It 


6, 1935,1 Glass said, in comment- 


other words, what Eccles wants 
now in the renewal and indefinite 
extension of this emergency legis- 
lation, is to make for all time to 
come, unless changed by Congress, 
the doors of the Feds stand wide 
open to Treasury demands, now 
only up to $5,000,000,000, but this 
figure can be quickly and incon- 
spicuously changed by Congress if 
and when it sees fit. This would 
be, as Senator Glass said privately 
and publicly, a clear perversion 
of the real intent and meaning of 
this section of the Banking Act 
of 1935. 


New Light on “Glass-Eccles 
Controversy” 


In a letter from the late Carter 
Glass never before made public, 
to this author, under date of Dec. 


iug upon some analyses of the 
Banking Act of 1935 which I had 
made: “... I cannot refrain from 
expressing my satisfaction at the 
entirely fair and accurate anal- 
ysis made by you of the statute. 
I have said and still maintain that 
we did not leave enough of the 
Eccles bill with which to light a 
cigarette. Of course, a better bill 
than that enacted could have been 
written; but writing a bill and 
getting it through both houses of 
Congress are two entirely differ- 
ent propositions. . . . The trouble 
which the banking community 
may confidently expect is that 
Eccles will do everything possible 
to pervert the plain meaning of 
the Banking Act of 1935 and to 
maladminister it . . . as I shall 
take occasion to point out when 
Congress convenes.” 

Is not this attempt by Eccles to 
remove permanently from the Act 
the five words which provide for 
the safety of both the Feds and 
the Treasury, in the light of all- 
too-well-known monetary history. 
a clear-cut case of the type of 
“perversion of the plain meaning 
of the Banking Act of 1935” of 
which Senator Glass spoke so 
prophetically? 


Why a “Device of Inflation’? 


The “Wall Street Journal,” com- 
menting editorially on the Wol- 
cott Bill and Mr. Eccles support 
of it, on March 4, 1947, said, 
among other things under the 
caption, “A Device of Inflation”: 

“The direct access of the na- 
tional Treasury to the central 
bank is the historic route to cur- 
rency inflation. At first the device 
may be used sparingly. (As from 
1942 to 1945 in the table present- 
ed by Mr. Eccles with his memo- 
randum.—Parenthetical statement 
added by writer.) Then, as gov- 
ernment deficits mount to new 
fantastic heights, and as the be- 
deviled treasuries seek more and 
more to escape the verdict that 
the people will render if given a 
free choice, all limits are exceed- 
ed. The thing ends when a truck 
load of currency will not buy the 
gasoline necessary to haul it from 
the central bank to the Treasury. 

“During the war the managers 
of the government’s fiscal policy 
kept interest rates on government 
borrowing at a low level. In an 
emergency doubts about that 
policy were resolved in its favor. 
With the emergency passed there 
should be a retreat from such 
controls; very few, even’ those 
who fail to act to that end, will 
disagree with that statement”.... 
“But this direct borrowing au- 
thority, if it is continued by Con- 
gress, will be a step in the op- 
posite direction. Any time the 
Government is not pleased with 
the verdict of the market place, 
it can disregard it and go to the 
central bank.” 

How much this March, 1947, 
opinion on this legislation is sim- 
ilar to the position taken by the 
late Professor H. Parker Willis, of 





1 Written on United States Sen- 
ate Committee on Avpropriations 








he then was under the old Federal 
Reserve Board), after only a few 


is more needed. than ever today 
hecause of the size of the debt and 


. stationery, of which committee 


Columbia University, also a strong 
opponent of Eccles and his bills, 
may be seen from a reference to 
the opposition voiced by Professor 


Banking Act of 1935, pp. 868-69. 
After expressing the view that 


Title Il of the Eccles Bill, “of 
course, fundamentally changes the 


helped write it) the ideas of the 


should be enacted, far from carry- 


Act, will carry them out only on 
a stretcher—in other words, would 


Title II (of the Eccles Bill) is sim- 


Willis in the Hearings on the 


underlying organization of the 
Reserve System and the theory 
upon which it is based,” he adds: 
“. . . So far as I understand the 
Federal Reserve Act (and he 


Eccles bill are diametrically op- 
posed to it; and Title II, if it 


ing out the ideas of the Reserve 


render them wholly ineffectual. 


ply a complete negation of every- 
thing in the theory of the Reserve 
Act.” He then concludes with 
reference to the way the Federal 
Reserve had been carrying out its 
open market policies vis-a-vis 
handling of governments, 

“When the Government began 
to get into difficulty with its 
deficits the open market was a 
very easy way of dumping bonds 
on the market and of getting them 
carried along in the way it is 
being done at the present time 
(1935). If you are in a hole and 
Government bonds threaten to go 
down, you order some open-mar- 
ket operations. You do not say 
there is anything wrong with the 
bonds. You say it is for the public 
welfare,” (just as Eccles is now 
saying that the continuance of this 
authority is good for the public 
welfare, good for the credit of and 
savings to the Treasury )—paren- 
theses added—‘‘and you desire to 
order a couple of hundred millions 
of open market operations per 
month. Your central bank buys a 
lot of Government bonds in the 
open market and takes them right 
off the market. ... If you are go- 
ing to have open-market opera- 
tions of the kind that you have 
now, then they ought to be most 
carefully safeguarded, free from 
hypocrisy, and allowed to stand 
for just what they are worth”.... 
Not handed over “to the Governor 
of the Federal Reserve Board, 
who is a direct appointee of the 
President ... it is too great a 
power for him to have.” (Hearings, 
pp. 868-869.) 


Yet now that Senators Glass 
and McAdoo are dead, and Profes- 
sors Willis and E. W. Kemmerer 
who also opposed him are dead, 
Mr. Eccles asks, as a political ap- 
pointee of the President, for a 
power in buying and selling Gov- 
ernment obligations that is just 
as clearly now as then ‘“‘too great 
a power for him to have.’ Not 
only does he want it for himself 
but for all of his successors in 
perpetuity, during the next hun- 
dred to two hundred years in 
which we may have our huge na- 
tional debt with us. 


Must Painful Monetary Lessons 
Be Forever Relearned? 

Mr. Eccles argues in his memo- 
randum that the Federal Reserve 
had this power and authority from 
1914 to 1935, when the modifica- 
tion was made in the Banking Act 
of that year. Facts hardly bear 
him out on this as the Open Mar- 
ket Committee was never on a 
legal basis until the Banking Act 
of 1933, and only informally set 
up in the early ’twenties. He him- 
self testified in the Hearings in 
1935 that open market operations 
in governments was a post-World- 
War I development. He says that 
no prohibitions such as the one 
he complains of were in the 
original Federal Reserve Act of 
1913, requiring the Feds to buy 
their open market items “only in 
the open market.” 


True enough; but in 1913 when 
Representative Carter Glass, then 
Chairman of the House Currency 
and Banking Committee, and his 
young economic assistant, the late 
Professor H. Parker Willis, draft- 


Woodrow Wilson about it at 
Princeton, they did not have the 
700% inflation of the French franc 
during World War I and the 
*twenties as an object lesson be- 
fore them—an inflation almost 
wholly due to the freedom of the 
French Treasury to place its non- 
interest-bearing and other types 
of deficit bonds directly with the 
Bank of France, without the inter- 
vention of the open market. They 
knew nothing of the billion- and 
trillion-fold inflation that was to 
take place in Germany by the 
Reichs-Chancellerie having direct 
access to the Reichsbank for its 
deficit financing! 

They did have this knowledge, 
however, by the time the Bank- 
ing Act of 1935 was proposed, and 
they wisely and soberly imposed 
the limitation that all such pur- 
chases of securities which were 
made by the Federal Reserve 
System should be made only in 
the open market. Eccles had this 
provision set aside in the War 
Emergency legislation under the 
Second War Powers Act in 1942. 
He now wants to make the emer- 
gency continuous for a century or 
more because we have a national 
debt of huge proportions, and ap- 
parently does not want any such 
inflation curbs to stand in the way 
of carrying out his policy of serv- 
ing the Treasury, instead of serv- 
ing the best interests of “agricul- 
ture, industry, commerce and fi- 
nance” as the Federal Reserve Act 
still fortunately provides. 


It may be well, therefore, as 
we consider this latest proposal 
and latest attempt of Eccles to get 
what was denied him in 1935, to 
let the voices of real bankers and 
real monetary economists of the 
immediate past generation be 
heard again, as they spoke with 
the wisdom of long experience in 
the troubled banking situation 
they faced, and which we are still 
facing today. Why not let this 
War Powers legislation die, along 
with the OPA, Production Con- 
trols, the Smith-Connally Act, and 
similar measures which placed 
bureaucratic controls and super- 
economic planning above a free 
enterprise system? 


D. Raymond Kenney Is 
Forming Own Inv. Firm 


BROCKLYN, N. Y.—D. Ray- 
mond Kenney is engaging in the 
securities business from offices at 
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D. Raymond Kenney 


7703 Tenth Avenue, under the 
firm name of D. Raymond Kenney 
& Co. Mr. Kenney was formerly 
with the First Colony Corpora- 
tion and C. E. de Willers & Co. 


Wadden, Williams Co. 
New Firm Name 


CHICAGO, ILL.—Milton L. 
Williams, formerly with Crutten- 
den & Co. has joined with Wad- 
den & Company, investment se- 
curities, 209 South La Salle Street, 
Chicago, Illinois, and the firm 
name has been changed to Wad- 
den, Williams & Co. Mr. Williams 
has been active on La Salle Street 








ed the Federal Reserve bill and 





months in office in the Federal the refinancing operations.” In Glass was then Chairman. 


conferred with President-elect 


for 15 years in the investment 
business. 
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The Future of Gold in the World Economy 


(Continued from first page) 
appeared from circulation. In 
other European countries, where 
dealings in gold coins are illegal 
and therefore take place in what 


is called the “Black Market,” pre-| 


miums of gold coins not only on 
local currencies but also on dol- 
lars are very much higher. 


Heavy Use in U. 8. 


Here, in the United States, the 
use of gold in the Arts has soared 
in recent years. The last reliable 
figure known to me is for 1943, 
when the U. S. Mint reported a 
release of 2,466,952 oz. fine of new 
gold to industry and arts. This 
was slightly less than the record 
of 1919, of 2% million oz. fine 
(2,665,545). Since 1943, consump- 
tion in the U. S. has increased 
further and new records have 
probably been established. In 
that year, the output of gold in 
the U. S. was only 1.4 million oz. 
fine (1,394,552 oz. fine) and in 
following years about one million. 
During the last three years, there- 
fore, America’s gold output was 
less than half of its non-monetary 
consumption. This increased de- 
mand for arts is in part no doubt 
a response to the prosperity of the 
United States, but it also arises 
from the essentially monetary de- 
_sire to put aside against hard 
times something which is not sub- 
ject to government whims and 
caprices. 

No official statistics have been 


growled. forthe sales of guid to | when the public in the Western 


the public in India or in most of 
the Middle East, nor for arts and 
hoarding in the Western World, 
but estimates show that during 
the last three years nearly one- 


)ferently—the mistrust of fiat 
/money, is so strong that the re- 
mainder of the gold produced 
would find its way readily -into 
\the coffers of the public, as would 
also a part of the gold held by 
the monetary authorities if the 
|public were given access to it. 
|The Western World and, in par- 
ticular, Europe, has twice faced 
the physical destruction of war 
‘and the attendant depreciations in 
‘the value of all kinds of paper 
| money. Not unnaturally, the 
| Western World is safety-minded 
in monetary matters, but is at the 
isame time highly enterprising. 
|Generally speaking, a policy of 
“safety first” has only a limited 
‘appeal, except when people feel 
|'that the monetary authorities are 
|incapable of maintaining the 
‘value of paper money. The pub- 
lic want safety and at the same 
‘time such economy of gold as 
‘their exchange position requires. 
|/Hence, monetary authorities must 
'try to bring into harmony these 
|two__ trends. In the Western 
| World, therefore, the underlying 
'tendency is to economize in gold. 
Irrespective of what they may do 
'as individuals, people as nations 
/are bent on increasing their earn- 
‘ing capacity and they prefer to 
|apply their savings in the first 
'place to this end. To build fac- 
‘tories at home or to invest abroad 
‘is their chief aim—an aim made 
even more desirable by a costly 


‘and destructive war. 


In my view, the time will come 


World will be content once again 
voluntarily, and not as at present 


‘compulsorily, to let their govern- 


ments administer the gold stocks 


third of the world gold produc- | 0M their behalf and to have this 
tion outside the USSR has been | done as economically as possible. 
bought by the general public. True, they have shown their gov- 
Sucn a proportion is not excep- ernments that they retain the right 
tionally high. What is excep- | to mistrust any fiat money, but 
tional is the suppression by the We need not assume that the 
monetary authorities of the pub- | present monetary hazards will be- 
lic’s demand for gold. Until the Come permanent. On the con- 
economic crisis of 1929 the public | trary, in examining the future of 
used to buy nearly one-half gold in world economy I shall 
(47.4% in the 20 years 1909/ | @ssume that a well-ordered ad- 


1928) of the gold produced. The | ministration will be re-established 
trust of the people of Asia in gold |in all relevant countries and that 
as a treasure has not diminished. | monetary authorities will be ad- 
India has recovered from her eco-| vised by. the best contemporary 
nomic depression and is a creditor |¢xPerts in their respective na- 
on international account instead | Hons. 

of, as for a long time past, a , 
debtor. Her people are certain to| Gold’s Role in Western World 
be buyers of gold in substantial! The question which I have put 
amounts for a long time to come.|to myself is this: What part will 
As soon as they gain free access| be accorded to gold by the mone- 
again to gold, their effective de-|tary authorities of the Western 
mand will rise over that of the World; how will they view the 
1920’s. China, too, is on the point ‘need for gold for monetary pur- 
of becoming a buyer of gold. She poses; and when will ordered 
has ahead of her, one hopes, the administration be re-established? 
prospect of a long period of peace It is presumed that they will think 
and of capital assistance from the | and act in a rational way even 
U. S. If so, she will acquire a\though they and their legisla- 
measure of prosperity unknown tures are as much _ subject to 
to her for decades. Nothing prejudices and political emotions 
would be more natural then than. as anyone else. I assume, there- 
that her 450,000,000 people should | fore, that they will look upon the 
develop a strong demand for both monetary system as they would 


silver and gold. 


The Middle East, too, has at- 
tained new levels of prosperity 
and has changed from the position 
of debtor to creditor in interna- 
tional account. For many years to 
come the peoples of the Middle 


/upon a tool, something necessary 
_to assist the nations in their eco- 
nomic pursuits. Gold then will 
be regarded as one of a number 
of instruments designed to help 
the production of goods and serv- 
ices as efficiently and smoothly as 


x other half of the world’ 





East will not only be able to ac- | possible. 
quire more gold than ever before,| [ want to emphasize that my 
but are likely to be most anxious ‘faith in gold and my belief that 
to do so. Gold will not for a long|the governments of the Western 
time lose its appeal as a treasure World will continue to make use 
in these countries and the demand | of gold in their monetary systems 
will fluctuate with their level of| rest on the real and practical con- 
prosperity. Therefore, provided) tribution which gold can make to 
governments will permit so much, | the efficient and smooth working 
it is not too optimistic to assume | of our economic machinery. Even 
that Asia and the arts will once|economists have been puzzled 
more absorb close on one-half of! when confronted with ‘the prob- 
the world production of gold,|lem of gold postulated in this way. 
even though the rate of produc- They apparently fail to realize 
tion has doubled since the 1920's. that monetary systems which do 
not use gold, or do not do so in 
Strong Demand for Gold sufficient measure, are exposed to 
eae what of the Western World hold-ups and restrictions which 
which is in the market = _ — them more by loss of outout 
‘ S potential | than would the use of gold. The 
ut of gold? At present the|task of gold in the Merb saat sys- 
appeal! of gold, or—to put it dif- | tem may be compared with the 








task of reserve equipment in, say, 
an electric power system, which 
pays well enough, though put to 
use only occasionally, by prevent- 
ing. breakdowns .in the power- 
consuming industries at the peak 
periods. This comparison illus- 
trates only one of the tasks per- 
formed by gold in the economic 
system of the Western World. In 
the past, gold has promoted effi- 
ciency mainly in three ways—by 
acting as a reserve of “universal” 
purchasing power—a reserve of 
international legal tender as it 
were; by guaranteeing and, in- 
deed, enforcing a measure of 
moderation in monetary experi- 
ments, either because of gold cir- 
culated as coin or because it was 
used as backing to paper money; 
and by introducing into the mone- 
tary system an element of steady 
expansion. 


Gold Stocks 


To what extent can gold con- 
tribute in future in these ways? 
I will begin my review with the 
third and least appreciated qual- 
mates speak of 3,000,000 ounces, 
others of 5,000,000 per annum. 
But as every million ounces fine 
is equivalent to less than one- 
tenth of 1% of the gold stocks in 
the rest of the world the uncer- 
tainty is not material for the pur- 
pose of our present estimate. 

In any event it seems certain 
that for a considerable time to 
come gold will be added to the 
existing world stocks at a steady 
rate of between 2% and 3% p. a. 
Therefore I conclude that, if made 
the basis of money management, 
gold would induce a steady ex- 
pansion of money very much in 
line with the probable expansion 
of world economic activity. 


Accumulations in Few Countries 


With regard to the distribution 
of gold it is, of course, true that 
since the first World War gold has 
not flowed in a steady stream to 
the various countries, but has 
accumulated in a few particular 
ones. These accumulations were 
mainly due to money movements 
in consequence of two World 
Wars and their attendant dis- 
orders. The fact that in those 
years money was managed by 
governments and banks’ with 
hardly any regard to the influx of 
gold has tended to accentuate 
such movements. It is now ac- 
cepted that, where such move- 
ments do not originate in the eco- 
nomic necessities of a country, 
they should be controlled so as 
not to affect the monetary sys- 
tem. Bretton Woods in partic- 
ular recommends this kind of con- 
trol and the governments are 
resolved to stop needless money 
movements. Before such move- 
ments have abated, however, we 
cannot expect gold to be made the 
basis of money management. 


Free Enterprise and Gold 


When they have ceased, will 
the nations of the Western World 
return to using gold as money at 
home? I am confident they will, 
but they will probably do so 
gradually and by stages. This 
restoration of gold in the national 
sphere will follow upon recogni- 
tion of freedom as the main or- 
ganizing and constructive prin- 
ciple in the Western World. Ex- 
perience teaches the lesson that 
freedom of enterprise and the use 
of gold are closely related. Where 
there is little room left for free- 
dom of enterprise, there is no 
room left for gold; where there is 
no gold there will be hardly any 
freedom of enterprise. Where 
societies are organized on the 
basis of free enterprise and free 
movement, the citizen has a right 
to mistrust economic or political 
conditions and to dislike monetary 
experiments. By buying gold he 
can express his opinion by a kind 
of poll without waiting for a 
general election. Will this right 
be restored or has the citizen now 
an infinite trust in his national 





money? We know well, and so 
do governments, that he has not 
yet acquired such a trust. Other- 
wise there would be no reason for 
preventing the citizen from own- 
ing gold. Nor will he ever trust 
fully any money whose output is 
limited by nothing more than the 
wisdom of officials of whom he 
knows little, or by the vote of a 
parliament. In an emergency the 
modern citizen is prepared to 
abide by the decisions of the ma- 
jority and to follow the lead of 
his elected government. When 
the emergency has passed, how- 
ever, he will assert his right to go 
his own way, to trust and mistrust 
as he thinks fit, wherever he lives 
in a free country. 


Expects U. S. to Soon Permit 
Gold Holdings 


At present the Western World 
is divided between countries 
which have been badly damaged 
or exhausted during the war and 
need further time to recover and 
countries which have come 
through unscathed. In the lat- 
ter, the two emergencies of eco- 
nomic depression and of war have 
passed. These countries can af- 
ford to let their citizens have gold 
and no doubt their citizens will in 
the end claim and get their right. 
I believe they will do so in the 
near future in the U. S. and in 
most of the British Dominions, in 
many Latin American countries 
and in Sweden and Switzerland. 
In some of these countries, for 
instance -in Switzerland and 
Sweden, the citizen has never lost 
the right to own gold, although 
at present he cannot draw it from 
the Central Bank. Once the right 
to own gold like any other com- 
modity has been restored, the 
monetary authorities will natu- 
rally try to economize in the ac- 
cumulation of gold. They will 
keep an appropriate stock of gold 
so as to give the citizen an 
assurance that legal tender can 
always be exchanged for gold. In 
this way, gold can be reintegrated 
into the domestic monetary sys- 
tem without legally binding the 
monetary authorities to contract 
or expand money in close corre- 
spondence to the influx or efflux 
of gold. But I want to emphasize 
that in the devastated countries of 
Europe this. process will be de- 
layed, perhaps for a long time. In 
all of them gold can be bought 
only against foreign exchange. 
Their governments will continue 
to give priority to the import of 
food, raw materials and equip- 
ment and to the payment of war 
debts until they feel certain that 
their international account is bal- 
anced. It is unlikely that they 
will use gold other than as a re- 
serve for international payments. 


I cannot predict how much gold 
will be gradually absorbed by in- 
dividuals and governments for 
domestic purposes. That depends 
upon how much can be spared 
from the larger and more urgent 
outlet provided by the need for 
gold to be accumulated in the 
hands of the monetary authorities 
as a reserve of “international legal 
tender.” 
mestic market will only get the 
leavings. When a greater measure 
of confidence has returned, inter- 
national intercourse and world 
economic activity will have ex- 
ity, namely as a means of steady 
expansion to be infused into a 
monetary system. In this respect 
gold is unique. Apart from a few 
early bursts of exceptional growth 
due to the accident of discoveries, 
the output of gold during the last 
100 years has permitted the stocks 
available to the world to grow at 
an average rate of 2.5% p. a. at 
compound interest. Since 1860 
the rate has never been more than 
3.8% and never less than 1.4%: 
any changes were slow and reg- 
ular, the extremes being separated 
by periods of not less than 25 
years. In the period between the 
two wars the rates of growth were 
never more than 3.1% and never 
less than 1.7%. 

These rates compare with a rate 
of expansion of total world eco- 


For a long time the do-| 





nomic activity of 4% p. a. oa) 
culated by one of your most ro. 
nowned statisticians, the late “ay 
Carl Snyder of the Federal po. 
serve Bank of New York. - 
takes into account that during 
this time economies were deve). 
oped in the use of gold, and that 
therefore the required rate 
growth of available gold wa- 
somewhat below the rate 0: 
growth of trade, it is plain tha: 
trade and gold production moveq 
very much in step. There is 3 
rhythm in the production of goji¢ 
in its relation to total gold avail- 
able and to the total economi, 
activity, which neither the jin- 
genuity of man nor the interven- 
tion of governments has appre- 
ciably affected. This fact con- 
tinues to commend gold as a 
monetary medium that cannot be 
tampered with and is indeed ; 
much stronger reason for its use 
than tradition or mythical faith 
in the metal, strong as these are. 


If one 


OL 


Future Output 


Now let us consider the future 
output of gold. In South Africa. 
the world’s largest gold producer. 
the output in 1945 was approxi- 
mately 12,200,000 fine ounces. 
having fallen to this figure from 
the record high production of ap- 
proximately 14,400,000 fine ounces 
in 1941. This decrease was due to 
restrictions imposed by the war, 
which caused severe curtailment 
of development and prevented the 
opening up of new properties anc 
the expansion of some existing 
properties which otherwise migh' 
have compensated for the dimin- 
ishing output of some of the older 
mines during that period. Devel- 
opment and the opening up ot 
new properties is now proceeding 
as rapidly as postwar conditions 
permit, but it may well be that 
the downward trend of productio: 
which has taken place over th 
past four years will continue ; 
little longer before the rate of new 
development overtakes the closing 
down of older mines. 


Estimates made in 1941 by th 
most competent authorities on the 
Rand predicted that the industr) 
would continue until about 1952 
to produce between 14,000,000 anc 
15,000,000 ounces fine of gold pe: 
annum, after which there woulc 
be a gradual falling off to say 
7,500,000 ounces in 1970. Since 
these predictions were made 1) 
1941, there has been the setback 
due to war conditions referred t 
above, and more recently ther: 
has been conclusive evidence tha’ 
the new gold fields to the south- 
west of the Rand in the Oden- 
daalsrust area of the Orange Free 
State will, in due course, be 4 
substantially larger producer 0! 
gold than was anticipated in 194! 
I incline to the view that th« 
effect of these new Orange Fre« 
State gold fields will not be t 
increase the annual output of gol 
in South Africa above the figure 
previously predicted, i.e., 14,000.- 
000 to 15,000,000 ounces fine pe: 
annum, but rather to delay the 
onset of the decline in productio: 
to a date much beyond the year 
1952. 

South Africa’s Output 


Sixty years ago; when the Ranc 
reefs were discovered, the produc- 
tion of gold in South Africa was 
negligible but by the end of last 
century it had grown to about 
one-quarter of the world output 
Since the South African war 3' 
the beginning of this centur} 
South Africa has contributed ove! 
40% of the world’s output of gold 
while for the 10 years, 1920 tc 
1930, the ratio reached a peak 0! 
over 50%. This great activity 1" 
gold production has been the 
backbone of South Africa’s whol¢ 
mining, industrial and financia: 
expansion. A measure of this ex- 
pansion is the average rate 0! 
growth of economic activity 
which, calculated in physica: 
terms, has been more than 5% 
per annum at compound interest 
for over 30 years. 

In: the. light. of. our present 
knowledge, it is not unreasonable 
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to expect that South Africa will 
-ti]] be producing gold on a sub- 
<tantial scale at the end of the! 
present century. The gold-bear- 
ing area is vast but in some of it! 
the ore lies at great depth so that 
much will depend on the solution 
of problems associated with deep 
mining. 

Many previous long-term fore- 
easts of the future gold produc- 
tion in South Africa have proved 
in time to be very wide of the 
mark. Like these previous fore- | 
casts, the rough picture of the fu-' 
ture which I have given may well 
be upset by changes in the price’ 
of gold, changes in working costs 
or in taxation, or by the discovery 
of some new fields. Viewed, 
however, in the wider light of 
the future of gold in world econ-| 
comy, there seems no chance that 
:any such changes would be so 
iradical as to affect the views ex- 
joressed in this paper. 


Russia an Enigma 


With regard to the production 
of gold in the rest of the world, 
there may be material changes 
over a period in the contributions 
of individual countries, but it 
seems reasonable to expect that 
in the aggregate the previous 
trend of production will be main- 
tained. Practically nothing is 
known of the actual or the prob- 
able output in Russia. Some esti- 
panded and with them the stocks 
of gold kept as reserve of inter- 
national money. 


Universal International Money 


Its usefulness as a “universal” 
international money in the near 
future will afford the main outlet 
for gold in the Western World. 
International trade will obviously 
continue throughout the Western 
World, mainly conducted by in- 
dividuals, though partly also by 
government agencies. Balances 
will remain to be settled and for-, 
eign investments will be made for 
the good of both sides. Govern- 
ments will want to reconcile the 
two claims, freedom of enterprise 
and security of employment, and 
for this purpose will experiment 
with their “national” money, or at! 
least reserve to themselves the 
right to do so. The public abroad 
including foreign governments 
will not easily trust another gov- 
ernment’s “fiat” money and the 
less they do so the more the latter 
are likely to experiment with 
their “fiat” money for the sake of 
their economic stability at home. 
At the same time they will try 
by mutual agreements to limit the 
range of arbitrary interference. 
Bretton Woods and the Sterling 
Area cooperation are instances. 
But the right to unilateral action 
has been reserved even in the 
Bretton Woods Agreement. Had 
it not been reserved, it would 
still be exercised in what each 
nation considers to be an emer- 
Zency. 


Indispensable to Governments 


Consequently, a stock of “uni- 
versal’ money will be indispens- 
able, a stock of international legal 
tender free from the “fiat” of any 
particular government and ac- 
ceptable to all. Its value to each 
mation is proportionate to the help 
it renders in an emergency, the 
recent war having clearly shown 
that a reserve of international 
eash money is as valuable in its 
way as are reserves of commodi- 
ties and of equipment. Credits 
cannot always be arranged in 
time or under proper conditions. 
A nation requires cash balances 
apart from reserves of raw mate- 
wial and’ equipment just as a large 
private enterprise does. More- 
over, the more governments are 
expected to shield their internal 
economy from the effect of fluc- 
tuations. of foreign balances, the 
greater is the need for a reserve 
stock of “universal” cash money. 
In the past, governments have 


been content to let the flow of 
foreign funds react to fluctuating 
interest levels with inevitable 


bility, 


, controlled area is going to expand, 


,larger rather than smaller stocks 


, tional trade than they needed in 





consequences on business at home. 


The 


do so and it stands to reason that 
even if political security were not 
at stake governments would need 
a greater margin of international 
cash for the sake of business sta- 


Larger Stocks Seen Necessary 
Provided, therefore, that inter- 
national trade outside the Soviet 


and assuming that governments 
for the sake of internal economic 
stability will experiment with 
their money, the nations will need 


of “universal” money for interna- 


the past. On the other hand, Bret- 
ton Woods aad the control of capi- 
tal movements help them to econ- 
omize with “universal” cash 
money. Without doubt this “uni- 
versal” money will be gold, and 
not paper dollars nor paper ster- 
ling, nor even silver. The decisive 
fact is that in all countries people 
have shown and continue to show 
their preference for gold. This ver- 
dict has now been ackowledged by 
the monetary authorities of all 
countries who continue to resort 
to gold as the unrivalled form of 
“universal” money. In interna- 
tional dealings gold has proved to 
possess universal and undisputed 
purchasing and debt-liquidating 
power. In fact, it possesses all the 
properties of an_ international 
legal tender. Before this audi- 
ence I need not enlarge upon the 
physical qualities of gold which 
make it a perfect medium for 
money, as compared with all other 
media hitherto tried, in any con- 


y are no longer prepared to| 





ditions in which paper money is 
not trusted. If the world requires 
for its international dealings 
some kind of legal tender not sub- 
ject to the whims of governments, 
it will certainly choose gold as its 
medium. 


How much will the world need 
for this purpose? New economic 
conditions tend to increase the 
need for stocks of “universal” 
money over what was required in 
the past. However, 
Woods and the control of capital 
movements provide an antidote. 


Monetary Fund Provides for 
Gold Use 


The Monetary Fund (of the 
Bretton Woods Agreements) af- 
fects the use of gold in two ways, 
one 


the status of legal tender in deal- 
ings with the Fund. In particular, 
the Fund is required to buy 
against deposits all the gold of- 
fered to it, and, unless a particular 
currency is declared scarce, to sell 
any of its existing deposits against 
gold at fixed prices. Fund de- 
posits are convertible into gold. 
These provisions enhance _ the 
value of gold and facilitate its 
marketing. On the other hand, 
the Fund offers to the Central 
Banks opportunities of settling 
international balances by book 
entries with the Fund and by 
short-term credits. But the fa- 
cilities of the Fund are so limited 
that they cannot make gold re- 
serves unnecessary; at best, they 
may take the place of the services 
rendered by the _ international 
banks which, in the unsettled con- 
ditions of our time, cannot func- 
tion as efficiently as in the past. 
I understand that even the maxi- 
mum credit which can be grad- 
ually raised from the Fund over 
five years hardly reaches 5% of a 
member’s quinquennial average 
trade and services payments 
abroad, whereas in the case of 
many members exchange-revenues 
in a depression will drop by very 
much more than 5%. Very prob- 
ably, if the Fund is successful, it 
will save its members from some 
of the excess requirements other- 


wise caused by the political dis- 
turbances and monetary experi- 
ments of our age. It will, in fact, 
help to bring requirements back 


jand settled conditions of a better 


,in future again be absorbed by 
|the people of Asia and by Arts in 


Bretton! 


of which increases and the! 
other reduces the demand for it. | 
The Fund makes gold officially : 


the general measure of money and je revived, but the right to own 
a number of provisions raises it to} 


; ones. 


to normal without offsetting them 
entirely. Furthermore, any right 
to an overdraft is conditional upon 
the currency requested being 
needed for payments “consistent 
with the provisions of the Bretton 
Wocds Agreement.” This clause 
may cover all normal trade pay- 
ments in. times of peace, but not 
necessarily payments in war. 
Lastly, the Fund will be domiciled 
in the U. S. A. and, therefore, as 
far as all other countries are con- 
cerned must be considered to be 
domiciled “abroad.” 


It comes down to this. The 
credit facilities of the Monetary 
Fund represent, as it were, a first 
line of defense. But will the na- 
tions be content with first-line de- 
fense? Will they not want second 
and third lines of defense nearer 
home upon which to fall back in 
an emergency, whether the emer- 
gency is trade depression, political 
unrest, or war? 


The reply can only be specula- 
tive. Personally, I believe that 
for a considerable time to come 
most nations will want second and 
third line defenses under their 
own control, and will therefore 
accumulate gold for reserve pur- 
poses*as soon as they have the 
means so to do. The Fund is an 
economizer of gold, particularly 
useful in a world which, because 
of the lowering of the interna- 
lional credit standing of nearly all 
countries, would have needed 
more gold than ever before, but 
it is no substitute for gold stocks. 


Conclusions 


Whether we review the position 
of gold against the background of 
present semi-inflationary condi- 
tions or from the viewpoint of 
orderly monetary administration 


future, we may be confident that 
there is a ready market for all 
the gold than can be profitably 
mined at the present price. One 
half of the yearly output should 


the Western World. The other half 
will serve the monetary system of 
the Western World. The forms in 
which gold will be used in these 
monetary systems may differ in 
certain ways from what they were 
before 1931, but the quantities will 
be no less than they would have 
been under the previous condi- 
tions. For instance, the gold 
standard, i. e., the legal obligation 
to manage money on the basis of 
fluctuating gold stocks, will not 


gold and to convert paper money 
into gold will be revived—not at 
once in all countries, but grad- 
ually and inevitably. Under the 
new flexible systems the need for 
gold will be no smaller than it 
used to be under the old rigid 


The prime necessity will be for 
reserve stocks of international 
legal tender. In many countries 
these gold stocks may be held 
separately as were the Exchange 
Equalization stocks in Britain in 
the 1930’s, and their fluctuations 
may not be readily disclosed. They 
may not even form part of the 
backing of the reserve bank money 
nor be encumbered with any limit 
expressed as a percentage of the 
note issues. The second necessity 
is that gold may be acquired by 
the public or held in sufficient 
quantities by the monetary au- 
thorities for sale to the public if 
the latter should desire it. Gold 
will once more be available to the 
public without obligation on the 
monetary authorities to sell it at 
the present price in all circum- 
stances. However, those countries 
in the Western World which may 
be described as the front line or 
devastated areas of Europe will be 
very slow in giving their people 
access to gold. 

The extraordinary movements 
of gold, which resulted in the U.S. 
now having two-thirds of all the 


monetary gold in the world will 


movements, which in future will 
be better controlled in most coun- 
tries. 

At the present price of the 
metal, gold will be produced in 
quantities sufficient for a steady 
expansion, but not in any great 
abundance. Gold will presumably 
be added to the world’s stock at 
a rate closer to 2% than to 3% 
per annum. 

The outlook for gold does not 
depend on particular forms of 
monetary policy, for instance on a 
return to a gold standard. It de- 
pends, however, on the recogni- 
tion of the economic freedom and 
independence of the individual. 
Orators have sometimes spoken of 


edge the 
received in the compilation of this 
paper from the staff of the Union 
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over back in the early twenties, 
he points out that some conditions 
are different. His investigation ot 
numerous business trends is a 
continuing study and aé_ pro- 
nounced downward sweep in these, 
in the ‘relatively near future 
would definitely establish in his 
mind the parallel that he now on- 
ly suspects between present ten- 
dencies and past experiences. As 
yet, it must therefore be admitted 
all around final proof is lacking 
that such similarities as seem to 
exist between what was and is, is 
or can be anything more than a 
coincidence, a coincidence, by the 
way, possibly more fortuitous than 
inevitable. Further events must 
furnish the proof. 

If all the various curves show- 
ing business trends after World 
War I were to be plotted on a 
single chart, it would be seen at 
a glance that, as if by a signal, in 
1920 but more especially following 
the middle of the year, they ali 
suddenly reversed previously ex- 
isting trends. The declines were 
conspicuous in wholesale prices, 
industrial production, manufac- 
turers’ inventories, department 
store sales, both exports and im- 
ports (the drop in imports was 
particularly severe), the value of 
new construction in the United 
States, the cost of residential con- 
struction, the value of farm estate 
per acre. 

Just as expansive forces gene- 
rated by war continued to in- 
crease in intensity in many areas 
of the economy for 20 months 
after World War I, so also now 
many business curves continue to 
mount sharply upward. 

Stock prices broke twice in 
1946, first in the spring of the 
year and then in the summer, just 
as they broke twice in 1919, first 
in the summer and then in the 
fall. The rally after the first break 
in 1919 was just strong enough to 
enable the market to recover losses 
suffered in the decline but the 
rally in the spring of 1946 was 
powerful enough to shoot prices 
up to new and higher levels. The 
decline following the 1946 Sep- 
tember clash, however, seems to 
be as persistent as the fall in stock 
prices following the second and 
last market rally in 1919. The 
flurry of strength which the mar- 
ket has witnessed in the last few 
months had its counterpart, too, in 
a similar short but decided up- 
surge of prices early in 1920. 

It is interesting, as it also may 
be significant, that a decline in the 
index in industrial activity in the 
United States from the wartime 
peak preceded the postwar drop 
in stock market prices by fully a 
year both in the case of World 
War I and the last war. The index 
of industrial activity started to 
drop early in 1918, months, in fact, 
before the Armistice, and also 
early in 1945, again months before 
V-J Day. It is also noteworthy 
that another pronounced decline 
in the index in 1920 more or less 
accompanied the general down- 
ward sweep in the curves for most 








not be repeated. These movements 
were due to non-economic capital 


lines of business then. The indus- 
trial index recovered from the 


Bank Economist Finds Business Trends Stil : 
Following Pattern After World War i 


(Continued from page 1512) 


cross.” But in fact the integration 
of gold 


into monetary systems 
makes the individual less depen- 


dent on the vagaries of his own 
government, and nations less de- 
pendent on those of foreign gov- 
ernments and institutions. 
confident of the future of gold in 


I am 


world economy, because I ara 


hopeful that a large measure of 
economic freedom will be restored 
throughout the Western World in 
due course. 


In conclusion I wish to acknowl 
invaluable aid I have 


Corporation and in _ particular 
from its economist, Dr. E. Stern. 


drop which commenced early im 
1918 but swiftly lost ali these 
gains and more in the decline be— 
ginning in 1920. Likewise, the in- 
dex has recovered much of its loss 
suffered in the decline that started 
in 1945. The index took two years 
to recover fully from its drop of 
1920 running into 1921 and, om 
this basis, if present trends are 
going to continue to follow the 
earlier pattern, it will be two 
years before the market, if i 
breaks, can fully recover. 


A factor which may conceivably 
alter the present picture from that 
in the early twenties is the fact 
that 20 months after the last war 
Europe was in a much more set— 
tled position than she is today. 
Germany, for instance, was back 
in production, manufacturing not 
only much of what she needed 
for herself but also for export. To— 
day, Germany is prostrate, unable 
to produce enough for even her 
present wants. Thus the economist 
points out that the continued de— 
mands on the part of some Ew 
ropean countries for relief and 
the slowness with which others 
are able to resume their export 
trade all mean greater demands 
for American products than were 
present in 1919 and 1920. The ex— 
tent to which this will alter busi 
ness trends still remains to be 
seen. 


Soviet Gold Again 
Moves to US 


WASHINGTON (Special to the 
“Chronicle” )—The accompanying 
table shows that during 1946 Rus— 
sian gold again moved to the 
United States, for the first time 
since 1942. The statistics are of 
American origin, since no Russian 
statistics on that country’s gold 
exports have been published sinee 
1936. 





U. S. Imports of Gold from USS® 
Since 1940 (in thousands) —- 

Year— Ounces Dollars 
iis whaskeras'gosaond 881 30,851 
| RS a 1,283 44,920 
RE ve 835 29,235 
NS x Kincsineivoitnss i ‘otighliae 
sear és eae 
ERAS Re es oe 
SI cs Sarina Sight 964 33,728 


Source: Bureau of the Census. 


With King Merritt & Co. 
(Special to THe FinaNnciaL CHRONICLE) 

LOS ANGELES, CALIF.—Dar— 
vin M. Curtis has been added tm 
the staff of King Merritt & Co, 
Inc., Chamber of Commerce Buile- 
ing. He was previously with 
Slayton & Co. 


With William Walters 


(Special to Tue FirnanctaL CHRONICLE) 


LOS ANGELES, CALIF.—Losis 
H. Romey, Milton C. Schmidt ame 
Sherman L. Willhite have become 


affiliated with William Walters 
Securities’ Co., 3923° West Sixth 
Street. Mr. Romey was formerly 
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with Livingstone & Co. 
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(Continued from page 1514) 
(By JOHN W. HANES) 


/ that caution means economy in- 
stead of extravagance. Consumer 
resistance to high prices is in- 
creasing as department-store sales 
decline. Motion picture theaters, 
highly sensitive barometers to 
public spending, are cutting ad- 
mission prices. Likewise, the juke- 
box cafes and the big city night 
clubs have taken down their 

e “standing room only” signs. 

This deterioration in public 
buying power is being carefully 
watched. Everybody is apprehen- 
sive lest our present high price, 
high production levels suddenly 

j turn into a tailspin. Indeed, one 

i of our leading business econo- 

mists, Mr, Beardsly Ruml, former 

Chairman of the New York Fed- 

eral Reserve Bank and head of 
one of New York’s largest depart- 
ment stores, R. H. Macy & Co., is 
already on record predicting an 
army of 7 million unemployed be- 
fore the end of 1947. 

I might say parenthetically I do 
not agree wholly with that state- 
ment. Nevertheless, there are 
many smart people in the country 
who are getting very cautious on 
this particular score. 

I cite these facts not as proph- 
ecy or to alarm you, but to show 
how quickly that intangible factor 

. called “business confidence” can 
be thrown into reverse gear. 
When confidence declines, or- 

ders are canceled. When orders 
are canceled, production slows 
down. When production slows 
down, men are laid off. When 
workers are idle public relief 
soon begins to function. Thus the 
vicious cycle of inflation-defla- 
tion begins to repeat itself once 
more. Under such circumstances 
) the public’s optimism is easily 
shaken and fear again attacks the 
people, 

As members of this Committee 
well know, an important charac- 
teristic of inflationary periods like 
the present is the pressure for 
wage increases, for price advances, 
for bonuses and “adjustments” 
with which to meet rises in the 
cost of living, up during the past 
year alone by some 14%, 

These warning signals call not 

only for caution, but for a com- 
plete reversal of our recent na- 
tional fiscal policies. We can con- 
tinue to disregard the interests of 
the taxpayer only with the great- 
est peril. After all, in these days 
when every economic group or 
bloc has its hand out for subsidy 
or “relief” at the hands of the 
Federal Government, it is high 
time that the patient, hard-pressed 
taxpayer also be given a break. 
Forget the political considerations 
and the ideologies that have been 
written into too many of our re- 
cent tax laws and deal with the 
problem as objectively as it de- 
serves to be dealt with. 

The theory of ability to pay, 
which underlies and justifies our 
income tax schedules, has been 
abused. Under the Revenue Acts 
of 1936 and 1938, for example, our 
concepts of taxation have been 
warped from purely revenue-rais- 
ing purposes to the use of taxation 
for secial ends. Rates have been 
framed as punitive instruments. 

Income taxes have been scaled 
up progressively to the point 
where they provide virtually 75% 
of Treasury revenue. This fact 
alone entails far-reaching conse- 
quences that are worth examin- 



























































































ing. 
When a position is reached 
where the government is com- 


pletely dependent upon one main 
source of revenue—in this case. 
the income tax—that source of 
revenue tends to become, as far as 
the Treasury is concerned, the 
most indispensable of all taxes. 
The Treasury fights every attempt 
to reduce the various tax brackets, 
particularly those applicable to 
the higher income groups. This 
‘Dperates to delay the making of 

















tax reductions as promptly as 
might otherwise be the case. 

Similarly, there develops a fixed 
relationship between the financ- 
ing of government spending, pro- 
ceeding at an unprecedented rate, 
and the income tax rates required 
to sustain that spending. In other 
words, the greater the spending, 
the greater the necessity to justify 
the confiscatory surtax rates lev- 
ied primarily against the business 
groups of the country. The result 
is that the time never arrives 
when it becomes possible to make 
voluntary reductions in such rates. 
Always the argument is made that 
the lower income groups should 
receive preferred treatment, a 
viewpoint which is certain to re- 
ceive widespread political support. 

Next, let us look at the situa- 
tion, as reflected in tax yields to 
the Treasury, Here we find how 
completely the existing surtax 
brackets have sucked dry almost 
every available dollar that can be 
obtained from the higher income 
groups. 

First, let us check the facts. All 
surtax receipts on incomes of 
$100,000 or over are estimated to 
equal only $850 million. That is 
small compensation to the United 
States Treasury for the colossal 
damage such punitive rates will 
be doing to our profit and loss 
economy. The tragedy is that 
these high rates strike directly at 
the country’s managerial brains 
with the result that industry is 
finding it increasingly difficult to 
hire good men. The incentive in 
working and assuming great re- 
sponsibility is gone. 

Next, let us see how these sur- 
taxes fail of any revenue-produc- 
ing purpose. The tax rates above 
the $50,000 level are now so high 
that if all income above the $50,- 
000 level remaining after taxes 
were actually confiscated, the 
total sum accruing to the Govern- 
ment would be only $430 millions! 
In other words, if the surtax 
brackets were raised to a full 
100% over the $50,000 level of 
income, the increased tax return 
to the Government would be less 
than half a billion dollars! That 
shows, I think, how little still re- 
mains for the tax collector to get 
from our present high income 
groups! 

I want to make myself abso- 
lutely clear. I am addressing my- 
self to one particular phase of this 
question: the taxation of brains; 
in other words, the tax on earned 
incomes. I am making no plea for 
the rich or asking any mitigation 
of the tax burden they carry. 
What I do protest vehemently is 
a foolish and dangerous discrimi- 
nation which has no economic jus- 
tification and rests solely upon a 
mischievous class consciousness. 
What I protest is not a tax on 
wealth or on income but a tax on 
brains, a stupid levy against the 
know-how and the managerial ex- 
perience that are the nation’s 
greatest assets. 

I would differentiate, if I had 
my way, between the salaried and 
professional classes, who have 
spent years in education and prep- 
aration for positions of great re- 
sponsibility, and those who drift 
through life living on unearned 
incomes. In other words, I would 
set up wholly different tax sched- 
ules which recognize the source of 
income, whether derived from 
professional services or from the 
earnings of capital. We must stop 
singling out and penalizing the 
engineers, the technicians of all 
kinds who carry such unique re- 
sponsibilities in operating our 
highly intricate industrial and 
business machinery. 

When I say I would differenti- 
ate between these two types of 
income, I do not use the term in 
a punitive sense, Punitive taxa- 
tion has no place in a free society. 

If we are to get our enterprise 
system functioning once more, we 
must begin with a thorough over- 
hauling of our federal tax struc- 
ture, Our present income tax setup 





is a case in point. Let me illus- 
trate how it contributes to infla- 
tionary pressure. As taxes rise, 
those who pay them naturally 
seek to raise their own incomes to 
cover. This in turn pushes the in- 
come recipient into successively 
higher tax brackets. Workers who 
have won pay increases are only 
now discovering how this spiral- 
ing process works. ‘ 

Here is what happens in this 
race with inflation, or, more ac- 
curately, the depreciation of the 
dollar. An _ individual, married 
with two dependents, has an iIn- 
come before exemption of $5,000. 
His taxes are $620. To keep pace 
with rising prices, the taxpayer 
succeeds in doubling his income 
to $10,000. His new income at the 
new price level should theoreti- 
cally have exactly the same pur- 
chasing power as did his old in- 
come at the old price level. How- 
ever, the tax take at the new level 
is now $1,960, or three times his 
former tax, while his income has 
only doubled. His ability to pay 
has been increased, but his tax 
brackets have been progressively 
raised also. 

As incomes increase in amount, 
the net remaining after taxes is 
progressively reduced. Just as the 
effort of the wage-earner to keep 
his payroll abreast of rising prices 
never quite succeeds, so, for the 
middle and higher income brack- 
ets, the attempt likewise fails to 
raise incomes sufficiently to keep 
pace percentage-wise with the de- 
preciation of the dollar. 

Thus, for wage payments, as for 
higher incomes, the decrease in 
purchasing power, some 14% in 
the past year, is equivalent to an 
invisible deduction of the net re- 
mainder after taxes by that same 
percentage. Yet this second forced 
deduction, due solely to the infla- 
tionary policies pursued by the 
Government itself, receives no no- 
tice whatever from those who de- 
fend this use of higher income 
taxes as an instrument of social 
policy. 

In the time at my disposal I can 
deal only with the broad aspects 
of the problem before the Com- 
mittee. This problem of tax re- 
duction does not stand bv itself; 
it is directly related to still other 
problems which are no less seri- 
ous. 


One of these is the question of 
our national debt. We must decide 
how to handle the vast refunding 
operation that lies ahead so that 
the new issues are placed on a 
sound, long-term basis and so that, 
in this operation, we also remove 
the inflationary dangers that are 
present while such a large per- 
centage of the debt remains in the 
hands of the commercial banks. 


Nor can I close without refer- 
ring to still another of these 
closely related questions. Your 
Committee has taken a strong po- 
sition in insisting upon the bal- 
ancing of the Federal budget at 
a fair level. Balancing of the bud- 
get is indispensable not only to 
placing federal finances on a 
sound permanent basis but, even 
more so, in closing and locking 
the door against the evils of mon- 
etary inflation. 


To deal with the many technical 
aspects of these highly compli- 
cated questions and to act with 
the degree of speed the present 
situation requires, is, in itself, a 
tremendous responsibility. Indeed, 
it is this time factor that seems to 
me most important of all. 

We cannot proceed with those 
countless readjustments in our 
economy which are indispensable 
to our postwar prosperity until we 
have defined, through our federal 
tax policy, just what is to be the 
Government’s future relationship 
to the economy. 

And, by the same token, we 
cannot stimulate men to use their 
full energies unless we are willing 
to reward enterprise and initiative 
with some personal stake in the 
results that are achieved. We can 





pay debts only by creating wealth. 
We must encourage, rather than 
discourage, every process that cre- 
ates this new wealth. 

No one knows better than this 
Committee how importantly the 
incidence of taxation, present and 
prospective, accelerates or retards 
such action. 

I thank you. 
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believe, are in the neighborhood 
of $165 billion. So, it is somewhat 
better than twice of what it was 
in 1929. 

Consequently, as I was about to 
say, I think the situation as to the 
Federal Government on expendi- 
tures is in a way much the same 
situation that any of us might 
confront with our wives. 

That one situation is your in- 
come is so much. You do not see 
much chance that it is going to 
increase. You see a good deal ot 
chance that it may decline. 

The little woman wants a mink 
coat. Can she have it or not? A 
mink coat is a nice thing, and she 
wil] look very well in it, and you 
certainly want her to have a mink 
coat if anybody else has a mink 
coat. 

Nevertheless, he can not afford 
it, and I am afraid that the Fed- 
eral Government can not afford 
all of the good things anybody 
can think of doing and that, there- 
fore, we must cut our suit to fit 
our cloth, if that is the figure of 
speech, that you have only got so 
much cloth here and you had bet- 
ter reduce the expenditures to fit. 

I am, of course, well aware of 
the fact that is not primarily your 
committee’s business, but it is im- 
portant here, I think, primarily in 
this respect: I do not think it is 
sufficiently recognized as it, of 
course, should be, the tremendous 
stake which the Federal Govern- 
ment has in the prosperity of 
American business and the great 
importance to the Treasury of the 
United States that business shall 
be active and shall continue at a 
high rate. 

On the basis of what I have told 
you, business must continue at a 
high rate, or the budget can not 
be balanced even if you apply a 
very high tax rate.. 

I hope none of you will ask me 
about this Grecian and Turkish 
situation that the President elabo- 
rated to Congress on the other day, 
but be that as it may, and I am 
no expert on foreign affairs, I 
think I see as you do that this 
country is almost the last strong- 
hold of free private enterprise in 
the world. We are here trying to 
make that system work. 

Great Britain is getting along 
pretty far down on the road to a 
socialistic economy. Russia, of 
course, is going down the road 
toward a Communistic economy. 

I suppose that in so far as they 
are free to do so, the countries of 
the world are looking at this 
country to see whether this sys- 
tem of free private enterprise can 
be made to work and whether, 
under it, people can be given the 
good life which we would like to 
have people have. 

Hence, my premise for working | 
on a tax structure is really just 
that one. I believe in free private 
enterprise. I want to see it work. 
I want to see this country show 
the nations of the world, as well 
as show ourselves, that it can 
work. 

I think it is the best system we 
could have, and therefore I am 
anxious to see the tax system 
formulated in such a way that the 
system of free private enterprise 
really has a chance to perform as 
well as I think it can. 

Well, now, where does that lead 
you? It leads me to a degree ina 
direction opposite to what the 
Secretary of the Treasury was 


es 
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entire statement. I have read what 
I could out of the newspapers. 

It seems to me the initial point 
is whether, whatever savings can 
be made in the budget this year 
should be applied, in pari, to the 
reduction of taxes, or whether 
they should be totally applied to 
debt relief. 

That is really the first question 
you get: should there be any tax 
relief in 1947, and then your sec- 
ond question is what should such 
tax relief be. 

Well, it seems to me reasonably 
clear, from where I sit, that there 
should be tax relief in 1947 for the 
two reason I have given; namely 
that I am very anxious to see this 
system of economy which we have 
here flourish and continue to 
work, and I think I see signs, as 
I expect you do, that that system 
is not going to continue at the 
present high rate of production of 
national activity under the condi- 
tions which it presently confronts. 

Why is that? One difficulty, as 
it seems to me, is if you consider 
the group of managers of Amer- 
ican business, you find that there 
is not the incentive there was a 
few years ago to take on the addi- 
tional responsibility, to get up 
early and work late, to take home 
an additional task, to seek to climb 
up the ladder. There are not the 
incentives there which there for- 
merly were pre-1939. 

You are better aware than any 
one else that when when a man’s 
income gets up to $18,000, from 
there on any additional dollar 
which he earns the government 
takes at least 50% of it. It takes 
more than 50% after $18,000. The 
tax is better than two-thirds after 
vou get up to about $40 or $44 
thousand. When you get up to 
seventy-odd thousand, then the 
tax is better than three-fourths. 
If he earns an additional dollar 
he gets a quarter and the Treas- 
ury gets 75 cents. 

I hold no brief for the man who 
is getting $75,000 a year. I do not 
cry for him any more than you 
do. I do not weep for the man 
who is getting $50,000 a year. He 
is in a good position. But still 
the fact is the man in this group 
that I am speaking of, in this area 
from $15,000 up, are the men wha 
are running American companies. 
They are the men you must de- 
pend upon if the American system 
is to work, and if it is to go for- 
ward, and if it is to progress. 

It seems to me that the present 
scheme of the surtax rates is the 
best argument against it, that if 
you are going to take more than 
half of what I earn if I increase 
my income above $18,000, my in- 
centives are certainly not what 
they would be if the system was 
that under which we grew in the 
days before 1939 when the tax 
load was much less severe, and as 
you get up, as I have said, it be- 
comes worse. 

It seems to me, therefore, an- 
swering the first question, that if 
the budget expenditures can be 
reduced to some such degree as 
the House has voted, that then in 
order to keep the American sys- 
tem functioning as it should func- 
tion, it is important not merely toe 
use the money to retire the debt, 
which of course is stupendous and 
which should be retired if we can, 
but it is important not merely to 
do that, but to use some of the 
money to reduce taxes to give 
people encouragement of knowing 
that if he climbs up the ladder, he 
is going to have a little more than 
half, at least, of what he earns by 
doing it. 

You are not going to discourage 
him by saying, “Go on and climb 
up the ladder, but it is not going 
to do you very much good as you 
climb.” 

That, it seems to me, is pretty 
much the whole history on that 
side of it. 

In other words, on the first 





telling you yesterday. 
I have not been able to read his 


point, as to whether taxes should 
be reduced, my personal view and 











» 


aly 


20, 1947 
es 


ead What 
pers, 

Jal point 
INZS can 
, is year 
‘, to the 
whether 
Plied te 


question 
any tax 
Our sec. 
ld such 


sonably 
at there 
for the 
namely, 
see this 
ve have 
hue to 
ns, as 
System 
at the 
‘tion of 
condi- 
\fronts. 
ilty, as 
onsider 
Amer- 
t there 
Was a 
} topo 
et up 
‘home 
climb 
ot the 
e for- 


nN any 
man’s 
from 
dollar 
ment 
takes 
. The 
after 
r $44 
ip to 
) the 
irths. 
lollar 
reas- 


who 
> not 
you 
man 
. He 
still 
roup 
area 
wha 
nies. 
de- 
tem 
for- 


sent 
the 
t if 
han 
ase 
in- 
hat 
vas 
the 
tax 
as 
De — 


os 


= ae oP 


Volume 165 Number 4578 


THE COMMERCIAL & FINANCIAL CHRONICLE 


1551 





the view of my committee would 
be that taxes should be reduced 
and the debt snould also be re- 
auced, but that both things can 
be done in the current year if the 
budget is kept under the contro] 
which appears likely at the pres- 
ent time. 

Now, there are numerous fig- 
ures I can add to that, but I do 
not wish to talk much in terms of 
figures, because I am sure you are 
more familiar with them than I. 

As I think you know, the indi- 
vidual income tax has been pro- 
ducing just about the same amount 
every year since 1944. It has be- 
come the great reliance of the 
x#ederal Government for revenue. 
That is fine as long as the weather 
is fine, but once you get a cold 
wind, as you did, for instance, 15 
years ago, the income tax is a 
pretty weak tree for the Treasury, 
because, as I said, the Treasury is 
the partner of every American to 
a greater or lesser degree, and its 
parinership becomes a single part- 
nership as the income increases. 

Consequently, the Treasury is 
even more interested than I am or 
than you are in the continuation 
of this prosperous business climb. 

That is what I would have to 
Say as to the No. 1 point, as to 
whether there should be tax relief. 

The No. 2 point is more con- 
troversial, and I take it, it is the 
cne you gentlemen are debating 
among yourselves, 

Again I feel a good deal of 
humility in sticking my head in 
this particular lion’s den and 
forming the cheese in the sand- 
wich, or something like that, be- 
tween the right and left side of 
this imposing bench. 

However, at any rate, here it is. 
How should this tax relief be 
granted? 

Well, I read this statement in 
the newspaper report which I 
have of the Secretary’s statement 
yesterday, which I shall be glad 
to use as a starting point for my 
Own conclusions. I agree with him 
as to it. 

“If the 1947 Tax Bill has any 
place at all in the management 
of our financial affairs,” 

Mr. Snyder asserted, 

“it should be dedicated to bring- 

ing relief primarily to taxpayers 

who have borne extraordinarily 
heavy burdens during the war 
and postwar transition years.” 

Well, that seems to me, in gen- 
eral, is the correct place to start. 

You are all aware that since 
1939, in particular, tax rates have 
been very steeply jacked up. 

As I have said, the Federal in- 
come tax now providing alto- 
gether something better than 80% 
of the Federal revenues which, to 
me, is a rather startling and wor- 
risome fact. 

However, aside from that, a 
great deal of money has been pro- 
vided by increases in the income 
tax since 1939. 

If tax relief is to be granted, it 
seems to me that it should be 
8ranted up and down the line, as 
far as that is concerned, that some 
relief should be given to all indi- 
vidual income taxpayers. 

The next question is how that 
can fairly be done, and that, of 
course, is the milk of the coconut 
and is the difficult question to 
answer. 

When you are dealing with 
questions of fairness, I think it is 
important to speak with respect 
to some of my old scientific asso- 
ciates in the Treasury. If you are 
dealing with the question of fair- 
ness here with this problem of 
ability to pay, there are not any 
scientific rules. Mr. Story and 
Mr. Shere are very wise men and 
so is Dr. Black and so is the Sec- 
retary of the Treasury, but they 
can not get up here and show you 
a surtax scale and say that “This 
is scientifically correct.” 

_ There is no scientific justifica- 
tion for any particular surtax 
scale as far as I have been able 
to find out. You have got to work 
it out according to what your ideas 
are of justice. 


The strength of the bill before 


li we assume, which we might as 
well, that the 1939 surtax rate was 
fair Or that the present progres- 
sion is fair, and a 20% cut or some 
other percentage cut across the 
board preserves that progression. 
You cur that much all the way up 
and down the line, but the pro- 
gressive factor of the system is 
preserved and it is preserved to 
the extent that it existed before. 

I will just read you, if I may, 
what our committee said as to 
this particular topic. Perhaps you 
can see from what I have said 
here that our general advocacy 


I mention on this point, we would 
all agree that we want to see this 
country continue as a prosperous 
country using what we call the 
American system of the system of 
free private enterprise. 

That system has certainly served 
us very well in the past. We want 
to see it serve us well in the fu- 
ture. It has worked, I think, al- 
most unprecedentedly well during 
the war. 

_ Now, the incentives which ex- 
isted during the war are over. 
Anybody is going to work during 
a war as hard as he can and pro- 





duce as much as he can no matter 
what happens to him. 

Today, you see the contrary, 
that the system is going to gradu- 
ally slow down because the in- 
centives to work and produce, the 
incentives to individuals to ad- 
vance and grow are not there as 
they used to be. 

Consequently, for the sake of 
preserving those incentives, and 
keeping them going, it seems to 
me that action of the sort which 
is now proposed to us should be 


taken. 





was for a general revision of the 
individual income tax rates, in- 
cluding the surtax scale, and we 
contemplated a reduction in ‘tate? 
down at the foot of the scale and 
a reduction at the top. 


We thought that experience in- 
dicated that the top rate of the 
indiv.dual income tax ‘rate should 
not be more than 50%, that ‘ex- 
perience has shown a system does 
not work well if you try to take 
more than 50% of a man’s earn- 
ings. ‘ 

Then, however, we put in -this 
paragraph with respect to the 
present proposal which. is before 
you: 

“On two occasions the per- 
centage deduction device has 
been used to provide some tax 
relief for all income taxpayers. 
The Act of 1924 authorized a 
deduction of 25% against the 
tax which was payable in 1924 
or 1923 income as computed by 
the rates of the 1921 Act.” 


I suppose that may have some 
slight historical significance in 
that it means that shortly after 
the other World War, the same 
process was followed which is be- 
ing advocated here. 


“This provision was operative 
for one year only and’ was sup- 
planted by the basic rate and 
other changes introduced by the 
1924 Act.” 


I suppose there it is fair to add 
that, as you remember, whatever 
the difficulties were that occurred 
at the end of the ’20s, the period 
of the ’20s, was a prosperous pe- 
riod. The passage of this revenue 
reduction was followed by an era 
of prosperity in this country. 
“The second instance of the 
percentage deduction was in 
1945, when a 5% deduction 
from the tax as computed un- 
der the 1945 rates was author- 
ized for the tax years 1946 and 
thereafter.” 


I presume you all have been 
engaged, as I have been, in com- 
puting your own income tax and 
you are familiar with that 5% 
deduction which you are entitled 
to at the present time. H.R. 1,' as 
I understand it, would extend that 
to a larger figure. 

“The desirability of individual 
income tax relief in 1947 gives 
force to the discussion of a per- 
centage cut in income fax 

‘across the board.’ Substantial 

reductions can be made in the 

budget for 1947-48, and redyc- 
tions in the individual imcome 
tax should also be made prompt- 

ly. Detailed discussions of, a 

complete revision of the sched- 

ules would delay any tax re- 
duction during the present year, 
and might make it difficult ‘or 
impossible. Therefore, to the 
extent that the budget permits, 
we favor a percentage cut in jn- 
dividual income taxes for 1947 
as the best available method; of 
stimulating incentive and busi- 
ness activity. A further revision 
of surtax rates should then ‘be 
the first order of business ‘in 
the next complete revision ‘| of 
the revenue laws. When is 
revision occurs, it would replace 
the temporary expedient of the 
percentage reduction, following 
the precedent of 1924 and 1945.” 


Consequently, it seems to e 
that the proposal before you is a 
good one fer the reasons I have 
tried to outline to you and which, 
of course, are thoroughly familiar 
to you. 


operation with 
people everywhere to prevent the 
development. of military machines 
that shall once again seek to en- 
slave the people of all the earth 
in a mad dream of world conquest. 
Affirmative steps are required. 
America must not again relax its 
guard. Adequate preparedness for 
any eventuality must be one of 
our cornerstones. 


enough. Four continents may still 
be mobilized against us if we re- 
main quiescent in this hemisphere. 
An association of liberty-loving 
nations dedicated to world peace 


sides. No political issue upon this 
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freedom-loving 


But preparedness alone is not 


is now taken for granted on all 


program seems at all likely to 
arise. But an association of na- 
tions alone is not enough. 
America must be able to sit in 
international councils upon an 
equality with every other nation. 
Equality means an America not 
only adequately armed but also 
an America that is spiritually and 
intellectually prepared for discus- 
sion of world problems. America 
has something to give the world 
and these gifts are not the things 
of the flesh but of the spirit. 

The picture of America distrib- 
uting largesse to the world in the 
shape of food and clothing to sup- 
ply their, material needs may be 
in order for a-transitional period 
but must not be permitted to drift 
into a portrait of a_ profligate 
Uncle Sam as the indefinite pro- 
vider of the’ good things of this 
life. 

Such a development would be 
fatal to both America and the 
world. Charity and business must 
be sharply distinguished. America 
will help in healing the wounds of 
this tragic conflict. America will 
contribute gladly and freely to 
helping unfortunate men, women 
and children everywhere who 
have suffered so greatly in this 
holocaust. 

But America is primarily in- 
terested in helping the world back 
to a self-sustaining basis in order 
that peoples everywhere may re- 
establish their self-respect. Giving 
people things is not the best way 
to make friends. World order as 
a foundation for world progress 
is obviously essential. In an at- 
mosphere of peace men every- 
where may move forward toward 
their goal of a better ordered and 
more fruitful life. World trade 
and travel is the sound method 
for building the s‘ructure of in- 
ternational] understanding and 
good will. Not to erect an empire 
nor to extend an ideology but to 
share the fruits of mass produc- 
tion with a _comfort-starved 
world America moves forward into 
a new era of international ex- 
change. In ever greater measure 
we shall welcome the raw ma- 
terials to supplement our rapidly 
depleting reserves and the hand 
products of civilization that are 
moving upward toward our 
heights. 

To carry out this mission Amer- 
ica needs not only an association 
of liberty loving nations but also 
the tools with which to imple- 
ment our world-wide outlook. 

On these elements all Amer- 
icans may well and heartily agree. 

American needs and must have 
an all-American communication 








us lies in the fact, it seems to me, 


Starting with the premises which 


the globe. Never again must Amer- 
ica be dependent for world news 
or commercial communications 
upon the convenience or the self- 
interest of other nations. The 
world needs also an uncensored 
picture of America. America needg 
and must have an all-American 
air system to serve our expanding 
trade and travel and with ful: 
rights to use the great chain oi 
airfields developed around the 
world as a cost to America of $506 
million. America needs and must 
have an all-American merchant 
marine to carry one-third to one- 
half our foreign trade, in the 4( 
million tons of merchant shipping 
America has built at a cost ol 
nearly $20 billion. America needs 
and must have an equitable share 
in the petroleum reserves of the 
world to replenish our necessary 
but disproportionate contribution 
to this war in order that our Navy 
and Airforce and Merchant Marine 
may play their proper part in 
maintaining world order. 

Upon these essentials all Amer- 
icans may unite as America moves 
on to take its place at the council 
tables of the world with an Amer- 
ican foreign service that shall 
represent the intelligence and the 
integrity of an America that seeks 
only an opportunity for peaceful 
progress. America may thus fur- 
nish an example that shall serve 
to bless all mankind. All this im- 
plies no limitation of any other 
nation in its service to mankind. 
In a glad rivalry of service, all 
men may find a richer life. Each 
individual may realize his aspira- 
tion for a larger measure of the 
good things of this life. 

This is a picture of the sort of 
world that America desires for 
men everywhere. This is the goal 
of America in seeking a century 
of peace. Fear of foreign trade 
has stemmed from the fear of the 
influx of foreign products de- 
signed to bring a balance. 

In former years our foreign 
trade approximated at its maxi- 
mum $5 billion each way. Of this 
amount approximately $1 billion 


represented travel abroad by 
Americans. 
Americans may consider 


whether it may not be advisable 
for them in time of peace to know 
a little more about the kind of 
world in which we live and out of 
which in our generation have 
come two world-wide wars. 
An all-American air system will 
offer Americans a chance for a 
few hundred dollars in a few 
weeks to see the world. $100 to 
London or Honolulu in 10 hours. 
Five million American hoys who 
have served overseas will be glad 
to serve as guides. Five billion 
American dollars may well be 
paid to educate America in world 
affairs. 

The world will get a new con- 
cept of America from contact with 
a few million middle-class Amer- 
icans—instead of the rich play- 
boys who all too often have mis- 
represented America to our neigh- 
bors overseas. 

Meanwhile, America will grow 
in understanding of world prob- 
lems—which after all are simply 
people’s problems—as more and 
more Americans see at first hand 
not only the glories and ruins of 


inate these holocausts. Seeing 
America has been the gift to our 
generation of the automobile. 
Seeing the world is the offer of 
the airplane to America in this 


aerial age. The world will be 
benefited by learning to know 
America. America will be bene- 
fited by learning to know the 
world. 

America properly pauses to 
ponder over a most momentous 


decision. To beware of the 
Greeks seeking gifts is not to chal- 
lenge the crisis or the need but 
rather the capacity of America to 
carry on the world-wide respon- 
sibilities that are necessarily in- 
volved. 
A century ago with Rio 30 days 
away, Monroe warned European 
dictators to stay out of Amer- 
ica. Today, with Athens 30 hours 
away, we must decide our at- 
titude toward European dictators 
of the present time. \ Let us be 
clear, however, that the Com- 
munist infiltration is not peculiar 
to Greece. Let us be consistent in 
our approach. Every tactic that 
concerns us in the Balkans has 
been equally evident in China. 
Why should we insist on Chiang 
embracing Communists in China 
at the same time we finance King 
George in fighting Communists in 
Greece? Here is surely an anom- 
aly. China is a far more critical 
area as far as America is con- 
cerned. A stronger China under, 
Chiang is the surest guarantee of 
peace in the Pacific and that may 
well mean peace throughout the 
world. 
Why is Communist infiltration 
so largely ignored in the Amer- 
icas while it is viewed with such 
alarm in the Mediterranean? Con- 
sistency is indeed a jewel of 
world-wide application. 
These are some of the questions 
that will be most insistently asked 
in the momentous discussions of 
the next few days and weeks. 
America enters the valley of de- 
cision and the path we take may 
determine the course of civiliza- 
tion for a century to come. Are 
we campelled now to choose 
whether we shall be Slavs or 
slaves? If that is the issue, how 
shall we best dispose our resouces 
for the conflict? 
The first essential is a strong 
America united for the fray. 
The example of an economically 
prosperous America under free 
enterprise will be the most potent 
‘argument for struggling peoples 
everywhere to be drawn to our 
ideals. 
“I, if I be lifted up, shall draw 
r all men unto me.” 

“What shall it profit a man to 

gain the whole world and lose 

his own soul?” 

Totalitarianism at home is & 
poor answer to a totalitarian men- 
ace overseas. 


Tompkins Joins Beer & Co. 
(Special to THe FinaNciaAL CHRONICLE) 
NEW ORLEANS, LA.—Christ- 
opher Tompkins is wtih Beer & 
Co., 817 Gravier Street, members 
of the New York and New Or- 
leans Stock Exchanges. 


Dwinal With L. E. McRae 


(Special to Tue FrnaNciaL CHRONICLE) 
ROCKLAND, MAINE—Charles 
F. Dwinal has become associated 
with Lincoln E. McRae, 449 Main 
Street. Mr. Dwinal was formerly 
Chief Price Attorney for the OPA 
in Augusta. 


With Chas. A. Day & Co. 


(Special to THe FINANCIAL CHRONICLE) 


BOSTON. MASS.—Raymond O. 
Young has become affiliated with 
Charles A. Day & Co., Inc., Wash- 
ington at Court Street, members 
of the Boston Stock Exchange. 














Parmely Herrick Opens 


(Special to THE FINANCIAL CHRONICLE) 


BOSTON, MASS.—Parmely W. 
Herrick has opened offices at 137 





old civilizations but also the sink- 





system ramifying entirely around 


holes and cesspools in which orig- 


Federal Street to engage in the 
securities business. ~~ 
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State Securities Legislation 


(Continued from page 1516) 
trivial deficiencies’ wnich have 
plagued us all through the years. 


Problem of State Regulation 


In the field of state securities 
regulations there are many factors 
which contribute to tne problem. 
Already no two state’s securities 
laws are identical or substantially 
identical. The regulations under 
the different laws vary according 
to the practices of the individual 


departments. The forms vary to a_ 


wide degree and then the admin- 
istration of the Act—there are on 
the part of the administrative 


bodies express.ons of personal, 


philosophy and doctrines some of 
which are impossible of anticipa- 


There is the type of law which | 
is regulatory of security issues | 
and of dealers and salesmen aad, | 
as an example of that general | 
type of law, we could cite Illinois, | 
Michigan, Wisconsin and so on. 
Most of the laws in the middle 
west are of that character and in 
that category I would include the 
so-called Model Act, any law that 
requires registration of dealers 
and salesmen and some type of 
clearance of security issues. 


Then we have laws which regu- 
late the licensing of dealers and 
salesmen, having nothing to do 
| with individual security issues but 
including fraud act provisions. 
Connecticut is not a proper ex- 





tion at any time. 

Well there has been this, and) 
much of it has been the result of | 
the effort of Mr. Davis of your) 
organization, there has been some 
effort made to produce uniform | 
laws and uniform forms. The ac- 
ceptance of these efforts frankly 
seems to me to have been rather 


ample of that type of statute. 


In the case such as in New 
York and in some other instances 
we have a statute which more 
nearly approaches the pure fraud 
type. 

Then finally there is the type of 
law whereunder dealers and sales- 
men are regulated and ‘where- 


half-hearted and very li.tle in the | under certain provisions are re- 


final analysis has resulted in this 
airection. 

Now it seems to me that it is 
not inappropriate to believe that 
the entire field of state securities 
regulations should be carefully 
reviewed and carefully evaluated, 
in an effort to determine whether 
or not it is accomplishing its pur- 


pose. In large measure your se-| 


curity issues are merchandised on 
a national basis and it seems to 
me that it is quite a silly thing 


that a security is purchasable in) 


State “A” while on the same 
terms it cannot be merchandised 
in. State “B” due to the individual 
vagaries and rules of the several 


state bodies. | 


Likewise, I think it is a per- 
fectly fair criticism, and I say this 
sincerely, that in some of the 
states the administrative bodies 


consider themselves to be the pub-. 


lic investment service or advisers 
rather than public servants whose 
duty it is to administer and act 
in accordance with the respective 
terms of that act. 

Now, I have no quarrel on any 
score with a law or regulation 
which says that merchandise must 
be accurately labeled and de- 
scribed and properly sold. But I 


in effect says, it is doubtful if 
you can, for example, eat green 
apples without having a stomach 
ache and therefore I forbid the 
sale of green apples. To me that 
is a decadent philosophy and I 
think the fact of its decadence is 
illustrated by the failure of our 
national prohibition law attempts 


and of Price Control in more re-| 


cent days. 

For example, as applied to the 
state securities regulations, I 
would very strongly criticize the 
action of some months past of a 
number of the 
commissions in effect proscribing 
against warrants and options. 
I do not think there is anything 
that is wrong per se with options 
and warrants. It simply is a sit- 
uation where without any official 
pronouncement, if you = please, 
each case could be analyzed on its 


merits and if there were improper | 


factors in the case or evidence of 
fraudulent possibilit-es, then the 
case could be dealt with appro- 
priately as would be done under 
any other circumstances which 
suggested that fraud would be at 
work. 


foolish and mistaken policy to as 
I have said, in effect, say that all 
warrants and options are out and 
thereby put each applicant to a 
terr.fic problem and battle in 
clearing any deal that carried 


with it evidence of option or war- 
rant. 


Basie Types of Securities Laws 
: Now, while Wwe have such a 
myriad of types of state securities 


‘Jaws, there are really only four 
Basic types: 


middle western | 


tion should -j 
It seems to me that it was Bj 5 u be made ona surprise 


| quired to advise the administra- 
tive body as to offerings of se- 
curities by registered dealers, but 
| whereunder there is very little, 
|if anything, in the way of regu- 
‘lation of individual security 
| issues. 


| After having observed and hav- 
|ing practiced under several of 
these laws for a good many years, 
I have come to the conclusion 
| that taking into consideration the 
field of operations in which the 
‘SEC engages—and there is not 
much likelihood that that field of 
| operations will be substantially 
_curtailed—I believe that it is in 
| the public interest to deny to the 
states jurisdiction over individual 
_security issues and to limit the 
jurisdiction of the states to the 
people engaged in the business. 


lf the states do an adequate job 
'of policing the people who sell 
securities there is very little left 
in the way of a problem. Certain 
essential provisions would be 
,necessary to a law of this type. 
| You would have to have adequate 
sections dealing with registration 
or licensing of dealers and sales- 


/men and rather broad provisions | 


as to the suspension and revoca- 


ds thiert. te a philecophy a tion of such registrations or li- 
objec 3 


censes. 


In order to make such laws to 
some degree self sustaining you 
/ would have to provide appropri- 
ate registration or license fees ap- 
plicable to dealers and salesmen— 
not the present type of fees that. 
we have under most of our state | 
laws today where you _ pay'| 
| twenty-five and five and that is| 


| all there is. I think there should | 
‘be required a notice to the ad-| 
ministrative agency on the part of 
ihe registered dealer of the secur- | 
ities which such dealers are of- 
fering, not to give the agency 
control over those securities, but | 
to afford the agency a pretty good 
insight into the caliber of the 
dealer by looking at the type of 
| company he keeps. 

Finally for a law of this type 
to be effective, it is perfectly 
obvious that you would need a 
fairly substantial administrative 
| staff and an adequate appropria- 
| tion for such a staff to the end 
_that there could be periodic ex- 
/aminations of dealers on more 
| than a perfunctory basis. Briefly, 


|I would say that such examina- 


| audit basis. 
| This type of law is, in structure, 
similar to that in effect today in 
| Pennsylvania. I emphasize the 
_werds “in structure” because the 
| Pennsylvania law leaves much to 
be desired as a matter of drafts- 
;}manship and as to correlation as 
to provisions but in structure it is 
_the general type of law that I 
| would advocate and I doubt that 








\any of you can recall any serious 


difficulties under the Pennsyl- 
vania law encountered by people 
who behave themselves. 


The Illinois Securities Law 


Just turning for a second to a 
subject that is selfish to all of us 
and looking at the state situation 
as it affects Chicago and the State 
of Illinois. We have all of the in- 
gredients here in Chicago neces- 
sary to enable this city to take its 
proper place as a financial center. 
We have the commercial and in- 
ves'ment banking facilities and 
stock transfer, trust facilities, the 
money, and f&ere in the middle 
west, innumerable industries are 
coming to the money market. It 
is unfortunate that along with 
that we have in Illinois a secur- 
ities law which is hopelessly an- 
tiquated and outmoded. Our cor- 
poration law also is in need of 
some specific improvements; but 
our securities law—it’s pretty bad. 
I liken it to a New England farm 
house to which the owner has 
added a room every time a child 
has been born and that is about 
what has happened to our law. 
Its provisions are confusing, it has 
no pattern, and it contains many 
wholly outmoded provisions. 


Now over the years, various 
groups and agencies have strug- 
gled in an effort to seek im- 
provement of this law but out of 
those struggles have come only 
some desirable but quite inade- 
quate amendments and I feel 
that—and I feel strongly—that the 
time now has come, that it is time 
that our securities law be 
scrapped, lock stock and barrel. 
and be replaced by a strong but 
modern and streamlined statute. I 
do not advocate this in your in- 
terest alone because in the main, 
while you had difficulties, you 
managed to struggle along and 
you can continue to struggle along 
under the type of legislation that 
we have here. 


But I do advocate this out of 
the conviction that this area can 
never achieve its proper place as 
a financial center and operate 
under this ancient and unsatis- 
factory statute; and because we 
have it, I am sure that the area 
here is deprived of many indus- 
trial opportunities and of conse- 
quent employment. 


Now, if such a statute were ever 
to be adopted in Illinois or in 
other middle western states, the 
investment bankers should not 
advocate it under the misconcep- 
tion that they would be free from 
regulations and supervision. Quite 
to the contrary. The law, the type 
of law which I envisage, wouid 
provide a measure of dealer ex- 
amination and supervision ex- 
ceeding anything that you have 
heretofore known. 

On the other hand, your activ- 
ities in the proper sale of securi- 
ties and as regards individual is- 
sues would be free from control 
and free from being prevented of 
issue by some of these ancient 
statutory prohibitions that we 
have here in Illinois. At the same 
time such a law would impose 
upon the administrative body a 
responsibility far in excess of that 
which it now bears, but neverthe- 
less I am sure, notwithstanding 
those responsibilities to the in- 
vestment bankers and to the ad- 
ministrative body, that a strong, 
carefully thought out law of such 
a character would be welcomed 
alike by the investment banking 
industry and by the administra- 
tive agency. 


W. A. Nelson Joins Staff of 
First California Company 


(Special to THe FrnanciaL CHRONICLE) 


SAN FRANCISCO, CALIF.— 
Walter A. Nelson has become as- 
sociated with First California 


Company, 300 Montgomery Street. 
Mr. Nelson in the past conducted 
his Own investment business in 
San Francisco. 








Legislation for Industrial Peace 


(Continued from page 1521) 


review is beyond hope of convinc- 
ing. Civilization cannot wait 
upon the slow education of mentai 
mules. And the advance of civil- 
ization is frequently conditioned 
upon progress in the law. 

If controversies between organ- 
ized labor and business managers 
had produced only tolerable ills, 
we might listen patiently to the 
counsel of congenital do-nothings 
who always oppose any demand 
for legislation with the argument 
that the only cure for the ills of 
society is education. There are 
those who are ever ready to tell 
us that we should endure the suf- 
fering and the injuries inflicted 
by brutal uses of power, in order 
to preserve the freedom of bad 
citizens to destroy the freedom of 
good citizens. 

This argument is not only ad- 
vanced by those selfish, preda- 
tory men and their satellites who 
would be restrained by the pro- 
posed ‘laws, but, unhappily, is 
echoed by a great many well- 
meaning persons who do not un- 
derstand that freedom is only es- 
tablished and maintained by re- 
straints on freedom. 


Self-Interest Must Be Curbed 


The freedom of labor, the free- 
dom of management, the freedom 
of trade—or, in a word, a free 
economy and a free society—can- 
not be preserved by leaving indi- 
viduals or organizations free to 
pursue self-interest by any means 
and to any extent regardless of 
the harm done to others. 

Those who today are opposed 
to, or who even question the need 
for new labor laws exhibit the 
same illiberal and unprogressive 
spirit as their forebears who ob- 
structed the legal restraint of the 
prevailing tyrannies of other gen- 
erations. 

We were told for decades that it 
would be wrong to limit rights 
and privileges of property owners 
and business managers—just be- 
cause they were abusing their 
economic powers and oppressing 
the workers. 

We were told it would be wrong 
to regulate financiers just because 
thousands of people were being 
swindled. 

We were told it would be wrong 
to regulate utility rates—just be- 
cause people were being gouged 
by publie service monopolies. 

We were told it would be wrong 
to prohibit and break up big busi- 
ness monopolies—just because 
millions of consumers were being 
exploited. 

We were told it would be wrong 
to pass minimum wage laws—just 
because sweat shop _ conditions 
were horrible and cut-throat com- 
petition was injuring both labor 
and management. 

We were told it would be wrong 
to protect the right of the workers 
to organize—just because hard- 
boiled employers forced low wages 
and bad working conditions on 
individually helpless employees. 

We were always being told by 
timid and reactionary opponents 
that conditions were not as bad 
as represented, that they were im- 
proving and that they would be 
made worse instead of better by 
any effort to correct them by law. 


For over forty years I have 
been fighting side by side with 
those liberal, progressive forces 
in America that have been limit- 
ing the freedom of men who had 
the economic or political power to 
injure their fellow men and who 
brutally and stupidly misused 
their powers and abused their 
freedom. 


Privileges Misused by Laber 
Unions 

Today, the outstanding menace 
to the freedom, the security and the 
prosperity of the American- peo- 
ple is the misuse by labor unions 
of their extraordinary privileges 
and powers. Today, it is again the 


ces that are demanding the lega 
restraint of this latest breed o¢ 
would-be monopolists, who in the 
one year of 1946 did more harm 
to the whole country than bad 
business management inflicted in 
any previous decade. 

How can any liberal-minded 
person argue that the freedom of 
the wage-earners to dictate what 
wages shall be paid and what 
prices shall be charged in an es- 
sential industry is more important 
than the freedom of all the people 
to buy and sell in fair competition 
in a free market, and to preserve 
a free economy? 


But there are both harsh and 
plaintive voices telling us that 
we can’t oreserve freedom with- 
out paying a price, the price of 
strikes and widespread public suf- 
fering. We are told we can’t have 
our cake and eat it. But let me 
ask whose freedom we are pre- 
serving? Is it my freedom to buy 
coal and heat my house or the 
freedom of John Lewis to stop the 
sale of coal and freeze me into 
paying his price. I don’t have any 
cake or eat it when a labor union 
has the power to decree: “No 
Cake”! 

Once more I venture to point 
out, even to a Harvard Law School 
Forum, that unrestrained freedom 
is simply anarchy—that the ever- 
lasting problem of government is: 
“Where and to what extent must 
freedom be denied to the indivi- 
dual or to organizations in order 
to preserve the greatest possible 
freedom for the largest number of 
people?” 

From time immemorial govern- 
ments have denied to individuals 
a freedom to monopolize products 
or services. For a long, long time 
in English-speaking countries 
monopolies that have been per- 
mitted have been run or regulated 
by the government. Today, we see 
unregulated labor-controlled mo- 
nopolies, legalized by specific Acts 
of Congress; and, according to the 
Supreme Court, there is no remedy 
for this situation and no possibil- 
ity of preserving a free competi- 
tive economy unless these labor 
monopolies are regulated or de- 
stroyed by a new Act of Congress. 


Need of a New Labor Law 


Is it possible under these cir- 
cumstances that anyone in this 
Forum will question the necessity 
for the enactment of some new 
labor law? Yes, it is clearly pos- 
sible that persons who do not 
believe in a competitive economy 
and in economic freedom will 
argue that the best way to social- 
ize our industries and our govern- 
ment is to let labor monopolies 
destroy all free private enterprise. 
That would be an honest argu- 
ment; but I hope that no one will 
argue that labor monopolies musi 
be endured as the price of free- 
dom. That sort of sophistry is 
very hard to answer politely. 


There is another need for a re- 
vision of Federal labor law which 
has been pointed out by the Su- 
preme Court. Today under the 
protection of Federal law a con- 
spiracy within a labor union can 
be organized and carry out the 
crime of forcibly seizing private 
property, of physically beating 
down all opposition and of pre- 
venting a great many people from 
exercising the civil liberties sup- 
nosedly protected by state and 
Federal constitutions. The Fed- 
eral government has no power to 
protect innocent people from the 
criminal destruction of their prop- 
erties and rights by this monstro- 
sity which is nourished and pro- 
tected by Federal law. roth 

The Supreme Court tells us that 
the feeble power of local police 
must be relied. upon to -protect the 
residents of a small community 
from an invading army which has 
been organized, financed and: dis- 
;ciplined only with the aid. of 





~~ truly liberal and progressive for=--special privileges and. immunities — 
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conferred by Federal law. Isn’t 
it time that such a law was 


changed? 


What New Law Should Do 


The Federal government today 
has a two-fold duty which can 
only be fulfilled by the enactment 
of new labor law: 

(1) Special privileges and im- 
munities that unduly favor one 
economic class — the industrial 
wage earner — must be either 
withdrawn or so modified as to 
restore that balance of economic 
power which is necessary for the 
preservation not only of a free 
economy but also of democratic 
government. Furthermore respon- 
sibilities, commensurate with their 
power for good or evil, should be 
imposed on labor unions, just as 
such responsibilities have been 
imposed upon the owners and 
managers of properties which can 
be used either to serve or to ex- 
ploit the public. 

(2) At the same time, the gov- 
ermnent has a duty to establish 
the ways and means for the peace- 
ful and just settlement of econom- 
ic conflicts of interest. If power- 
ful combinations of labor and of 
capital are left entirely free to 
pursue self-interest, the result will 
not be a workable, competitive 
economy. The result will be a 
continuing warfare between gi- 
gantic private forces, out of which 
private gains will be small and 
temporary, and public losses will 
be large and irreparable. The 
civilized way to avoid such con- 
flicts has always been to establish 
an administration of justice and 
to make it the duty of law-abiding 
citizens to use the peaceful means 
at their disposal for the eventual 
settlement of all serious disagree- 
ments. 

It is a common misunderstand- 
ing that any compulsory arbitra- 
tion of labor disputes must mean 
a political restraint upon the free- 
dom of employers and employees 
to establish their relations by a 
voluntary agreement. Of course 
labor relations should be establish- 
ed on the basis of voluntary 
agreement if that is possible. But 
when one party to a proposed 
bargain is permitted to coerce the 
other party into making an agree- 
ment to which he is bitterly op- 
posed, there is in fact a compul- 
sory arbitration by private force. 
Certainly the decision of an im- 
partial public tribunal would pro- 
vide a better form of compulsory 
arbitration than this. 


Courts to Settle Disputes 


Then there are many situations 
in which a stoppage of production 
or distribution will inflict such 
intolerable hardship upon a com- 
munity that government in self- 
protection must end economic 
warfare and, by executive, judical, 
or legislative action, decide the 
controversy. In these circumstan- 
ces, the passage of an emergency 
law, or the dictatorial use of ex- 
ecutive powers, is surely a poor 
form of compulsory arbitration 
compared with the enforcement of 
a judical decision founded upon 
a judical hearing and a cool con- 
sideration of all public and pri- 
vate rights involved. 

For centuries, the most im- 
portant conflicts of interest in our 
society have been determined 
through processes of compulsory 
arbitration which are approved 
and exalted as the administration 
of justice. 

Can it be suggested that any is- 
sue of wages or working condi- 
tions is.as important to a worker 
as would be the eustody of his 
child? Can it be argued that, al- 
though men and women are not 
permitted to use force to retain a 
child, or a wife or a husband, they 
should be permitted to wage civil 
warfare to decide whether a wage 
should ke increased five cents or 
seven cents an hour—or whether 
a worker should be paid for tak- 
ing a bath, before or after going 
to work? 


by leaving men free to coerce and 
intimidate one another is absurd 
on its mere statement. If force 
must be the final arbiter of any 
dispute, then the underlying prin- 
ciple of a civilized society com- 
pels us to establish a public force 
controlled by a public law as the 
arbiter and to prohibit the use of 
private force and the application 
of any private law to dictate the 
decision. 


Twe Classes of Labor Disputes 


There are, however, two classes 
of labor disputes which should be 
considered separately because 
they require different handling. 
One class consists of disputes over 
the interpretation and application 
of contracts, or disputes over the 
application or enforcement of a 
legal obligation. The law should 
provide for a judical decision of 
such disputes. It is commonly 
provided in modern labor con- 
tracts that all such disputes shall 
be submitted to a compulsory 
arbitration. It would be only a 
small and helpful step to require 
by law that, in the absence of 
such a contractual provision, all 
such disputes of any substantial 
character could be brought by 
either party to a public tribunal 
for a binding decision. There 
should be no more difficulty in 
establishing the principles and 
standards for making decisions, 
and the methods of enforcing de- 
cisions, in these labor cases than 
in a multitude of cases decided 
every day in the courts. 


There is a second class of labor 
disputes which could not be as 
easily settled by a law requiring 
their submission to a judical de- 
cision... These are disputes which 
arise in the making or revision of 
a contract between management 
and labor or in dealing with the 
excercise of managerial controls 
in such matters as discipline or 
operating methods which often 
cannot be regulated by precise 
contractual obligations. Many of 
these disputes are or a minor 
character, and should not be made 
the subject of a petty lawsuit. A 
litigious person on either side 
could use such suits as a means of 
-ontinually harassing and coercing 
the other party. 


Disputes of Serious Public 
Concern 


On the other hand, major dis- 
putes over what agreements should 
be made between management 
and labor are those most likely to 
result in strikes and lockouts; but 
there should be no public inter- 
vention even in such disputes ex- 
cept when a failure of settlement 
threatens a stoppage of produc- 
tion or distributicn which is a 
matter of serious public concern. 

if we are to preserve the value 
of collective bargaining proce- 
dures and voluntary agreements, 
the parties to a multitude of mi- 
nor disputes which may affect in- 
terstate commerce should not be 
invited by law to transfer their 
responsibilities to a commission or 
court and to substitute judical de- 
cisions for voluntary agreements 
which might be reached if no 
other opportunity for peaceful 
settlement were available. A very 
human tendency to “pass the 
buck” in the making of difficult 
decisions would certainly incline 
many representatives of both la- 
bor and management to stick to a 
proposition completely satisfactory 
to their constituents and to evade 
the responsibility of making a 
compromise decision, if this re- 
sponsibility could be transferred 
to a court. Furthermore, any such 
drastic limitation upon the powers 
of employer and employee repre- 
sentatives alike to fight out their 
differences, when no great public 
injury is likely to result, would 
be strengly opposed by prevailing 


opinion. The idea is still common- 
ly held that persons possessing 
economic powers should be per- 
mitted to use them freely to ad- 
vance their private interests, even 





The proposition that economic 
justice cannot be obtained except 


to the public interest and to other 
private interest. 


This concept of a free society, 
as one in which men, in earning 
a living, are expected to spend 
more time fighting each other 
than in helping each other, is a 
primitive ideal which, however, 
is popularized, even in Harvard 
University, as essential to the 
preservation of individual liberty. 


Should We Have A Labor Court? 


But, assuming that the law 
should require only major un- 
settled disputes to be submitted 
to arbitration, two further ques- 
tions arise: 


First, would a permanent 
tribunal be preferable to the es- 
tablishment of temporary boards 
of arbitration to deal with sepa- 
rate or related disputes? One ob- 
stacle to the success of a per- 
manent tribunal would be that it 
would almost inevitably incur the 
hostility of one party, if its de- 
cisions were usually satisfactory 
to the other, and be charged with 
deciding cases on the basis of 
the economic and social predilec- 
tions of the judges instead of on 
the basis of established principles 
of economic justice. A labor court, 
by a_ succession of decisions, 
would probably become offensive 
to large numbers of both business 
managers and labor leaders and 
be subjected to political attacks 
which would eventually destroy 
it. 

It would also be difficult to 
make sure of the appointment to 
such a court of men of true im- 
partiality and broad vision, with- 
out pronounced economic prej- 
udices. There would be un- 
doubtedly heavy political pres- 
sures and political campaigns 
waged to bring about the appoint- 
ment of men who would at least 
lean to one side or the other. 


These considerations empha- 
size the importance of the second 
question which I would raise, and 
that is: How should the economic 
principles and standards be es- 
tablished which a board of ar- 
bitration could apply and thus 
avoid making rather arbitrary 
decisions based apparently on 
varying and uncertain standards 
and arising out of the somewhat 
rough and formless ideas of eco- 
nomic justice which impressed the 
court in the consideration of par- 
ticular cases? 


Set Up Standards for Judicial 
Judgment 


The great difference between 
a judicial judgment in the ordin- 
ary civil or criminal case and the 
judgment sought in a labor dis- 
pute case lies in the fact that the 
courts of today enforce principles 
and standards laid down either 
in statutory law or in the course 
of the long development of the 
common law, and they are aided 
by volumes of judicial interpreta- 
tions and applications of general 
principles and standards made in 
specific cases either by the courts 
alone or with the aid of adminis- 
trative bodies. Thus the decision 
is given the weight of a judgment 
of society instead of being handed 
down as the judgment of one 
man. 

But, in seeking to establsh prin- 
ciples and standards for the deci- 
sion of labor disputes of great 
public concern, we find that the 
wage - price - profit relationships 
are exceedingly complicated. 
Prices in a free economy are sup- 
posed to be regulated by supply 
and effective demand and by the 
competition of other products for 
the consumer’s dollar. Fair wages 
involve a determination of the 
monetary value of a _ workei’s 
contribution, a consideration of 
his subsistence needs and of an 
existing and an attainable stand- 
ard of living, and of customary 
differences in a just reward for 


skill, experience, education, and 
many, many other factors which 
defy exact determination. Fur- 


the efficiency of employees, and 
to the hours of work. 

It is my conclusion, without 
going too deeply into this dif- 
ficult problem of ascertaining the 
standards for judicial decision of 
labor disputes, that, in a free 
economy such as we hope to pre- 
serve, all the elements of cost, 
price, and profit or compensation 
can only be determined with ap- 
proximate fairness by free and 
fair competition. Thus, before any 
arbitration tribunal should be 
called upon to decide a labor dis- 
pute, there should be available 
prevailing standards which have 
been determined by the interre- 
lated operation of competition and 
voluntary agreements. 


Let me repeat, as I have often 
said, that compulsory arbitration 
should be the exception and not 
the rule. When compulsory ar- 
bitration becomes the rule, there 
is no escape from the result of a 
planned economy—not a planned 
economy resulting from the plan- 
ning of industrial managers, sub- 
ject to restraints by organized 
labor and by government, but an 
economy directly planned by the 
government for the purpose of 
determining what products should 
be produced, by what methods, 
and what wages should be paid, 
and what capital returns per- 
mitted in order to carry out a 
social program. 


When Compulsory Arbitration 
Should Be Used 


And so it seems to me that, 
first, compulsory arbitration of 
labor disputes should be limited 
to those industries and those dis- 
putes wherein it can be clearly 
established that stoppages of pro- 
duction and _ distribution will 
menace public health or safety 
and be destructive of the general 
welfare. Those who engage in 
such industries, whether they are 
investors, managers, or employees, 
should understand that, if the 
scope of their operations is so 
great and monopolistic that the 
public becomes dependent upon 
them for the necessities of life, 
they must take the responsibility 
of either resolving their disagree- 
ments peacefully, while main- 
taining continuity of operations, 
or they must submit to a tempor- 
ary fixing of the terms of their 
cooperation by impartial public 
authority. If such a doctrine were 
established, it would operate as a 
positive deterrent to industry- 
wide controls of production, 
prices, or wages by either man- 
agement or labor. Under such a 
doctrine, both management and 
labor would be compelled to 
choose between restricting their 
activities so that they did not be- 
come a matter of public concern, 
or accepting the responsibilities 
which must be imposed by law 
on those who, having acquired the 
power to do a great wrong, can- 
not be left free to pursue self in-. 
terest without due regard for the 
interests of others. Under such a 
doctrine, neither management nor 
labor would be left free to main- 
tain their disagreements to the 
point where their failure to agree 
would result in serious public 
injury. 

Second, when it is necessary in 
exceptional cases to resort to the 
public decision of an industrial 
controversy, there should be a 
machinery for establishing a tem- 
porary judicial tribunal, com- 
monly referred to as a board of 
arbitration, for the purpose of 
deciding the immediate case. If 
such a decision has unfortunate 
results and is subject to just criti- 
cism by either of the parties or by 
the public, there will be at least 
the assurance that when the next 
controversy arises calling for a 
compulsory settlement, a new 
tribunal will be created, thus 
keeping alive in all concerned the 
hope of eventual justice. 


In concluding this present state- 
ment, I would like to make it 
plain that I have not attempted to 


lation not cven mentioned this 
evening. Nor am. I wedded to the 
exact program which I have just 
summarized. The principal 
thought wiuich I would like to 
leave with you is simply that a 
careful revision of our labor laws, 
and particularly of Federal labor 
laws, should be made, not for the 
purpose of taking away from 
labor organizations any power to 
organize and represent effectively 
the wage earners for the collec- 
tive advancement of their welfare, 
but wholy for the purpose of 
providing adequate protection of 
public and other private interests 
from abuses of organized labor 
power, through which needless 
and intolerable injuries can be 
and have been inflicted on a mul- 
titude of innocent, helpless people. 


There is no justification for 
tolerating activities by labor 
unions which are prohibited and 
punished as crimes if carried’ on 
by any other organizations. There 
is no justification for permitting 
labor unions to organize and op- 
erate monopolies of production or 
distribution which would be un- 
lawful it attempted by business- 
men. There is no justification for 
permitting labor organizations to 
coerce and intimidate people into 
submitting to their dictation when 
such acts of gangsters or mobs, 
not operating in the guise of a 
labor union would be punished as 
crimes. 


The revision of our labor law, if 
undertaken with the willing co- 
operation of labor leaders, could 
be accomplished with as much 
ease and with as good results as 
were achieved in the enactment 
of the Railway Labor Act of 1926. 
It is a tribute to the inherent 
merits of that law that satisfac- 
tory and peaceful labor relations 
could be maintained for so long 
in a great and vital industry, 
despite the disturbing influence 
of other laws which legalized and 
actually encouraged industrial 
warfare as the means of settling 
disagreements in other industries. 


The insistence of outstanding 
labor leaders upon retaining un- 
limited powers and privileges that 
have been abused, and their un- 
willingness to have _ disruptive 
and lawless forces within the 
labor movement restrained by 
law, gives the strongest possible 
evidence of the need to establish 
by law new responsibilities and 
new restraints upon labor organ- 
izations. These will protect the 
wage earners themselves, as well 
as all the people, from losses and 
suffering which are _ inevitable 
when ambitious men are left free 
to advance the selfish interests of 
one class with a reckless disre- 
gard for the larger interests of all 
the people. 





(Special to Tue FinanctaL C4RONICLE) 
PORTLAND, MAINE — Edwin 
Boynton has become affiliated 
with Timberlake & Company, 191 
Middle Street. He was formerly 
with Pratt & Whitney of Hartford. 








Keough With Slayton 


(Special to Tue FinaNnciaL CHRONICLE) 
ST. LOUIS, MO.—Frank T. 
Keough has become affiliated with 
Slayton & Co., Inc., 408 Olive St. 
In the past he was with Banning 


& Co. of Chicago. e 


Kara With Burns, Potter 


(Special to Tue FinanciaL CHRONICLE) ' 
OMAHA. NEB.—Christy M. 
Kara has joined the staff of Burns, 
Potter & Co., 202 South Seven- 


teenth Street. 











With Carter H. Harrison 


(Special to THE FINANCIAL CHRONICLE) 
LA CROSSE, WIS.—Joel E, 
Stokke is now affiliated with Cafe, 





outline a complete program for 
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Inflation Cycle Not Yet Complete 


(Continued from first page) 
inflation itself over the past year. 
This shrinkage is having its 
psychological influence in cutting 
down the effects of inflation. We 
still have, however, nearly $2,800 
of real, actual, inflation itself for 
every man, woman and child in 
the United States. Nothing has 
occurred to stop it from running 
its full course. History covering 
the past 2,000 years does not 
furnish any example of any coun- 
try. which® consciously and pur- 
posely built up so much inflation, 
as has the United States over the 
past 15 years, which ultimately 
did not have to “Pay the Piper.” 


Inflation moves through a cer- 
tain well defined general pattern 
and practically always completes 
its cycle. It has done so ever since 
the year 400 B. C. Are we as a 
nation smart enough and cour- 
ageous enough to stop it? No — 
because it takes more courage and 
more intestinal fortitude than our 
politicians have. 

Now—let’s take a look at the 
bald facts, even if it does hurt 
our national pride. It need not, 
because nearly all of the nations 


on the globe are in the same boat. 


For the past ten years the world 
has been burning up, blowing up 
and destroying in war, the accu- 
mulated wealth of hundreds of 
years. With the exception of a 
few small nations which can be 
counted on one’s fingers with 
several to spare, the whole world 
is broke. The big nations, how- 
ever, keep on kidding themselves 
by printing more and more 
money, in the form of currency 
or bonds, until there is just too 
much money. In our country we 
printed bonds to the amount of 
nearly $2,000 for each and every 
man, woman and child. On top of 
this, currency — twenty, ten and 
five dollar bills on down to quar- 
ters, dimes, nickels and pennies, 
is outstanding amounting to about 
$200 per capita. There is just so 
much money that none of it will 
buy what it formerly did. 


We hear so much about the in- 
creased cost of living and how 
groceries, clothing and almost 
everything one has to buy, are 
going up. We should realize, how- 
ever, the real fact is that such 
things are not going up. The dol- 
lar is going down. That is, it is 
growing less and less in its buying 
power because we have printed 
too many of them. For more than 
ten years the dollar has been 
going down because those in 
power in Washington printed 
more and more of them. 


In the very last analysis infla- 
tion is merely a phase of the im- 
mutable law of supply and 
demand. When there is too much 
money the value of each piece of 
money goes down in what it will 
buy. The inflation which we now 
have, started in 1932. Oh! Yes! 
We have had other periods of in- 
flation in our national history. In 
one of them a pair of shoes cost 
$5,000; creditors hid from their 
debtors to keep them from pay- 
ing them and our currency finally 
became wholly worthless. Barber 
shops were papered with our bills 
and they were thrown around as 
so much paper. 

In the early days of the New 
Deal inflation was proudly called 
“Reflation”,and it was. built up 
and fostered for the purpose of 
raising prices of commodities 
which were thought too low. We 
are now experiencing the sad 
results of the unsound and silly 
monetary policies we have fol- 
lowed since 1932. 


The fact that the world today is 
bankrupt, makes it difficult to 
find a yard stick by which to 
measure the United States dollar. 
It is made more difficult because 
in this country it is illegal for any 
one to own gold unless he is a 
féweler, dentist or in some other 
line of manufacture which re- 
quires the use of gold. With a 


very few exceptions world cur- 
rencies today are in a state of 
flux, changing in value from day 
to day. However, to help us real- 
ize that prices of goods are not 
going up, but the value of the 
dollar going down, here are a few 
measurements by various world 
yard sticks. ; 

When measured by the Swiss 
franc, our dollar recently declined 
to about 65 cents. It has since 
recovered some of its loss and at 
the Swiss price for gold is now 
around 71 cents. Brokers in 
London recently offered gold at 
$42 an ounce. Using this price 
for a slide-rule indicates a value 
for our dollar of 80 cents. But 
gold is reported to have sold in 
Bombay at over $80 an ounce. 
Utilizing this price as a yard stick 
gives our dollar a value of less 
than 50 cents. 


Mountains of paper and rivers 
of ink have been used in efforts 
to tell what inflation really is. 
Much of this effort has been futile 
due to lack of basic analysis. The 
common fault has been to lump 
together inflation itself and*the 
effects of inflation. They are, 
however, separate and distinct. To 
the man on the street the word 
“inflation” immediately brings a 
picture of soaring commodity 
prices; wages and living costs 
playing “leap-frog”; the sky-ward 
flight of groceries, clothing and 
just about everything one has to 
buy. These factors, however, are 
not inflation. They are merely the 
effects of inflation. They are the 
inevitable, inexorable and irresis- 
tible results of manufacturing too 
much money. 


Practically every kind of real 
inflation itself known to the fi- 
nancial history of the globe has 
been in evidence for the past 
decade; a gigantic national debt; a 
devalued dollar — “clipped” in 
much the same manner as that 
utilized by the kings of eariy 
history; money with but very re- 
mote metallic backlog; precious 
metals arbitrarily valued at high 
prices; bank deposits or “check 
money” dangerously bloated and a 
banking system crammed full of 
United States bonds which rep- 
resent not assets, but government 
deficits, money the government 
spent which it did not have, but 
had to borrow from its people. 
These factors are real, actual, in- 
flation itself and now amount to 
nearly $2,800 for each man, wo- 
man, child and baby in the land. 
When calculated in the aggregate 
the potential effects of this real 
inflation can be expressed in 
astronomical figures only, possi- 
bly involving the use of from 12 
to 20 cyphers. It must be borne 
in mind that actual inflation it- 
self, when translated into its ef- 
fects, is nearly always multiplied 
several times over. 


In this phenomenon lies our 
danger at the present time. As 
stated above inflation itself has 
been cut down about 6% over the 
past year. The government has, 
or is, paying off about $20 billions 
of its national debt. Also, there 
has been some _ shrinkage in 
“check money.” This cut-back has 
been translated, apparently tem- 
porarily, into a much greater 
reduction in inflationary effects. 
This is causing many financial 
men to honestly believe that the 
“turn has come,” that there is no 
longer any danger from inflation 
and that deflation has really 
started. While time only can give 
the positive answer to these ques- 
tions, the weight of evidence at 
this time supports the opinion that 
the United States—and the world 
as well—will have to complete the 
inflation cycle in which it has 
placed itself. 


The reduction in the national 
debt over the past year was ac- 
complished by paying out of the 
U. S. Treasury money it took in 
when it sold too many bonds in 
1945—-when it borrowed from its 





people a lot more money than it 





needed. This means of reducing 
the Federal debt is now at an end. 
Any reduct:on from now on must 
come out of taxes which the gov- 
ernment collects from its people. 
Judging from present actions in 
Congress actual inflation is not 
going to be cut back sufficiently 
to prevent it from running its full 
course. 


The temporary effects of con- 
servative measures on the part of 
governments in periods of infla- 
tion were fully demonstrated in 
the gyrations of the French franc 
in the period from 1919 to 1926, 
when it see-sawed up and down 
as a result of governmental action. 
When the government would take 
some conservative action, such as 
increasing taxation or try to bal- 
ance the budget, the price of the 
franc would be driven upward. 
When such efforts would fail, or 
when the radical group in Parlia- 
ment would be successful in “soft 
money” measures, down the franc 
would plunge. In its depreciation 
from about 19 cents in 1919 to a 
low of two cents in 1926, it fluc- 
tuated up and down reflecting 
Parlimentary action. When the 
conservative Poincare took the 
helm at the head of a national 
union government, it rose from 
two cents to four cents and finally 
was stabilized at a slightly lower 
figure. 


The same kind of action is now 
being witnessed in our own dollar. 


The government’s turn to the 
right and the slight cut-back in 
inflation itself, has served to slow 
down our progress in the inflation 
cycle. 


When a government puts out 
bonds or currency, there are two 
ways only to cancel them. That 
is to redeem, or pay them off, or 
repudiate them, in other words 
refuse to pay them, either in 
whole or in part. To the man-on 
the street financial affairs of gov- 
ernments often seem complex and 
difficult to understand. When 
such matters are compared to 
one’s own finances, however, they 
become easy to comprehend. In 
the last analysis there is nothing 
fundamentally different. in the 
debts of a government. from. that 
of an individual, despite current 
false theories to the contrary. The 
debts of both must be paid off, if 
credit is to be maintained. They 
can be paid from income only and 
neither can continuously pay out 
more than it takes in. When an 
individual borrows money there 
are but two ways to wipe out the 
debt—either pay it off, or refuse 
to pay, that is, to repudiate the 
obligation. 


In the process of repudiation 
however, governments have the 
advantage because they can ma- 
nipulate their currencies, either 
consciously or ignorantly, so as-to 
greatly reduce or entirely wipe 
out their indebtedness. This has 
been done over and over again 
by means of inflation, by -many 
nations all over the world 
throughout the past 2,000 years. 
In the early history of our own 
country we entirely wiped out 
our Continental currency. This 
was done largely through 
ignorance. 


Allowing for the reduction of 
actual inflation itself of about 6% 
there still remains upwards of 
$400 billions of definite, measur- 
able, actual inflation itself. Up to 
the present time but little of this 
has been “touched off” or trans- 
lated into its effects. The velocity. 
of money, while steadily increas- 
ing, is still low. It is currently 
around 33.61 compared with- 158.4 
in October, 1929. At the latter 
date per capita circulation was 
about $40, contrasting sharply 
with nearly $200 at this. time. It, 
must be borne in mind that these. 
figures are for circulation alone 
and that actual inflation now- is 
approximately $2,800 per capita: 
What would happen if the tremen- 


have outstanding should reach the 
velocity of turn-over we had in 
the Fall of 1929? 

It is readily conceded there 
can always be a “first time” and it 
is just possible that our inflation- 
ary orgy has been stopped. There 
is a remote chance that we will 
not be compelled to complete the 
history-proven pattern of the in- 





anywhere near where it is now, 
the debt which might result would 
he so large that it certainly could 
not be carried by any economy 
such as ours, and the only answer 
would be repudiation or some 
form of ruinous inflation. 


Start Reducing Debt Now 


There is certainly no better 
time to start debt reduction than 
in a year such as this when there 
is high employment and the in- 
come of the government is large. 


A reduction in the debt will be 
an aid in controlling inflation. As 
you -all know. during the war 
years commercial banks absorbed 
64 billions of the bonds sold to 
earry out the war. Through the 
workings of economic law, this 
has resulted in an increase in bank 
deposits of approximately the 
same amount. In fact, bank de- 
posits have risen from approxi- 
mately 80 billion dollars on June 
30, 1941 to 160 billions on June 30, 
1946. 

These deposits are constantly 
exerting inflationary pressure. 

If we are at present undergoing 
the danger of further inflation, it 
would certainly be of value if we 
could reduce inflationary bank 
deposits by 10%. by paying off 
that amount of bonds now held 
by banks. 


On the other hand, it is ques- 
tionable whether today the threat 
of inflation is a great as it ap- 
peared to be a year ago. I am in- 
clined to believe that we are 
scraping the top in prices in spite 
of the fact that there has been a 
sharp increase in a few items dur- 
ing the past month. 


I have heard the statement made 
that inventories are increasing at 
the rate about 12 billions a year. 
Sooner or later buying power gen- 
erated by the desire to accumulate 
inventories will cease and orders 
will only be given as consumers 
purchase goods. 


There has also been a consider- 
able drop in the price of luxury 
items, which fact usually fore- 
shadows a general price decrease. 
And buyers are demanding quality 
and known brands. Farm prices 
are still far above parity and 
though many of these prices are 
being kept up by foreign demands 
for food, as the world gets into 
more normal _ production this 
should cease and the demand for 
our farm products will lessen. In 
fact, I would not bé surprised to 
see considerable surpluses a year 
from now. 


And, by the way, at that time 


we may well be faced with the 
necessity for large sums in support 





3 “4 
flation cycle. Evidence continues 
to accumulate, however, that the 
present slight deflation is ter_ 
porary only and that we are still 
on our way to repeat the history 
of the many nations which have 
gone all the way through the jp- 
flation cycle during the past 2,009 





Tax Reduction vs. Debt Reduction 


Continued from page 1515) 


years. 





ts 


prices under the Steagall amend- 
ment which guarantees 9% of 
parity for basic commodities until 
two years after the declaration of 
the end of. hostilities, which date 
will not come until Dec. 30, 1948. 

This may have repercussions on 
the 1949 budget. 


No Stimulation of Business 
Needed 


It has been argued that tax re- 
ductions are necessary to stimu- 
late business, but why is it neces- 
sary to stimulate business at a 
time when we have full produc- 
tion and when unemployment is 
at a minimum? Should not tax 
reduction await the time when 
business is slowing up and real 
stimulation is needed? 


I think that everyone agrees 
we should not set up a definite 
annual amount as a sinking fund 
against the national debt, but that 
we should pay off large sums in 
years when government income is 
large, for when business slows up 
it will be hard enough to balance 
the budget and we probably can- 
not hope for any sizable debt re- 
duction in such years. 


It is also true that in time of 
recession we might not want to 
take the deflationary action of re- 
ducing the debt, but will want to 
handle our fiscal affairs in a man- 
ner which will stimulate the econ- 
omy. Thus, there are strong argu- 
ments to justify a sizable reduc- 
tion of the debt at this time. 


Tax Reductions Appropriate 


As far as taxes are concerned, 
Congress took the first step to- 
wards the transition from war to 
peace a year and a half ago when 
we did away with the excess 
profits tax and reduced the rate 
of taxation on corporations having 
net income over $50,000 from 40 
‘to 38%, with somewhat larger re- 
ductions on corporations having 
smaller incomes. In this Act which 
was of primary benefit to the bus- 
iness community, we did make a 
slight reduction in personal in- 
come taxes. However, a glance at 
the present rates will show that 
we have done little towards re- 
storing a sound structure. I feel 
that what we should always look 
at in studying personal income 
taxes is spendable income; namely, 
how much money an individual 
has left to spend after he has paid 
his income taxes. 


The tremendous impact of in- 
creased taxation over the last few 
years may be shown by the fol- 
lowing table. My figures apply to 
a married person or head of a 





family—no dependents: 





Such increases have resulted in 
taxes that stifle initiative. If we 
are going to continue our dynamic 
American economy there must be 
rewards for those who by their 
ability can lift their heads above 
the crowd. During the war there 
was the patriotic urge for men to 
pexert.. their greatest ability to 
}bring-about increased production, 
Fbut-now when this patriotic urge 
+yhas disappeared, human nature is 
tsuch that the average ind@ividua! 





dous volume of money we now 


will not put in any extra-hours a 
day at work if the government 





‘from them by taxation is 


1932 1946—___—_ 
Net Spend- Net Spend- 

Net Total able Income Total able Income 1932 to 1946 
Taxable Federal After Federal After Decline in 
Income Taxes Taxes Taxes Taxes Net Spendable Income 

$2.000 None $2,000 $190 $1.810 $190 8.50% 

5,000 $100 4,900 798 4,202 698 14.24 

10,000 480 9,520 2,185 7,815 1,705 17.91 
25,000 2,520 22,480 9.082 15,918 6,562 29.19 
50,000 8,600 41,400 24.795 25,205 16.195 39.12 
100,000 39,100 69,900 63,127 38,873 33,027 47.25 


takes from 50 to 85% of the added 
income which he receives from 
this work. 

We need venture capital. We 
want to build up new industries 
which will employ more of our 
people. We do not relish a static 


/economy wherein only those busi- 


nesses which existed in prewar 
days can be successful: The burden 
of taxation on the small income 
group is oppressive. it is true that 
the percentage of spendable rm- 
gome which has been taken away 
very 
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much less than those in the higher 
groups; but, as a very large pro- 
portion of their spending is for 
necessities, even a comparatively 
<mall tax is hard to bear. 

~ tf we should pass.a bill such as 
HR-1, making a 20% flat tax re- 
duction straight across-the-board, 
it would relieve those with in- 
comes of less than $5,000 by over 
9 billion dollars in income taxes. 


Reduced Taxes May Increase 
Revenues 


It has been estimated, and ex- 
perience in the 1920s goes to prove 
the ease, that reductions in in- 
come taxes do not result in as 
much of a loss of revenue as is 
expected. In fact, in the 1920s 
every time we reduced income 
taxes the net revenue of the gov- 
ernment increased. This was be- 
cause those who had added money 
to spend from tax savings used it 
for productive purposes which re- 
sulted in more employment and 
generally more income for the 
people. 

However, I am not sure that 
with the present broad base the 
result would be quite as favorable 
for the Treasury in future as was 
shown in the 1920s, for in those 
days practically no one with in- 


‘come under $5,000 paid any in- 


come tax. But it is very probable 


- that a reduction in tax rates for 


those with incomes over $5,000 


‘ will not result in an equal loss to 


the Treasury. 
It may thus be seen that there 


- are valid arguments both for re- 
‘ duction of the debt and for in- 


come tax reduction. 

It would, therefore, seem to me 
that at this time it would be the 
greatest wisdom on our part to 
provide a reduction both in the 
debt and in income taxes. I would 
say that the minimum ‘amount 
which we should provide for debt 
reduction would be approximately 
two and a half billion dollars, or 
1% of the national debt. It would 
take a hundred years to pay off 
the debt at this rate, but if we 
work on the basis of what is some- 
times known in bond circles, as a 
cumulative sinking fund, and add 
to the amount by which we reduce 
the debt the savings in interest, 
the time would probably be some- 
what in the neighborhood of 75 
years. This would leave us ap- 
proximately 3 billion 500 million 
for tax reduction. How should we 
best accomplish this? 


Methods of Debt and Tax 
Reductions 


There have been two theories 
advanced from reliable sources. 
Bills to embody both these theo- 
ries would result in reducing the 
revenue in the coming fiscal year 
by approximately the same 
amount. 

One theory is embodied in HR-1 
by Chairman Knutson—a 20% 
across-the-board tax cut—to be 
uniform until it reaches incomes 
of some $300,000. To treat these 
very large incomes in a special 
manner is justified on the basis 
that the graduated tax which they 
were subjected to even before the 
war was so high that the percent- 
age of decrease in their spendable 
income in the last few years has 
not been nearly so great as those 
with more moderate incomes. If 


“ we had taken a flat 20% decrease 


on the few very large incomes, it 
would have made some of them 
pay a lesser tax than they paid 
before the war. 

The other theory is that em- 
bodied in a bill by Representative 
Forand of Rhode Island which 
would provide for an increase 1n 
person:i exemptions, and those 
for dependents, of $200 each. One 
thing that this would do would be 
to remove immediately 10 million 
people from the tax roll—on top 
of the 12 million whom we re- 
moved last year. 

Would it not be a great mistake 
to remove more taxpayers from 
the tax rolls? 

For it is only if people continue 
to pay direct taxes that they will 
become tax-conscious and will 


have some thought of the neces- 
sity for economy in ne ae > y 

lf you have a majority of the 
voters in this country thinking 
that they are paying no taxes for 
any so-called benefits which they 
may receive from the government, 
they will reward by their votes 
only those who continue to prom- 
ise more and more. 

Of course such a plan would 
bring no real relief to those whose 
spendable income had been re- 
duced by such great amounts as 
shown in the table which I read 
you a while ago. 

As far as the average person is 
concerned, in some cases it would 
result in greater relief than the 
workings of HR-1; in some cases, 
less relief.. For instance, a single 
person earning $2,800 at his work 
bench would do better under the 
Knutson- plan. A married person 
with two children would do worse. 
A single person earning $2,200/ 
would still do better under ‘the 
Knutson. plan, while the married 
person with two dependents would. 
pay no tax in either case. But 
what we want to do in this coun- 
try is to continue to create more 
and more jobs. This temporary; 
prosperity brought about by war 
shortage may not continue in- 
definitely. 

We do not want to discourage. 
the individual who has the ini- 
tiative and foresight to rise above 
the herd. It has often been said, 
but it is nonetheless true, that 
under the present tax structure 
there probably could never be an- 
other Ford or another Edison with 
all the employment and wealth 
which they have created. 

In the Report of the Committee 
on Postwar Tax Policy, 1947, they 
state: “Somewhere for each indi- 
vidual, there is a point beyond 
which the game is no longer worth 
the candle.’ Where this point 
comes no one can be sure, but it 
is a fact that under the present 
law from about $18,000 upward the 
taxpayer’s further advancement is 
of greater advantage to the 
Bureau of Internal Revenue than 
it is to himself—for he can keep 
less than half of an extra dollar’s 
earnings. You probably have 
seen the figures published in the 
March letter of the National City 
Bank as to what an extra dollar of 
earnings is worth to a married 
man with two dependents: 


If he has a $4,000 income, they 
are worth 81 cents. 

If he has a $8,000 income, they 
are worth 75 cents. 

If he has a $16,000 income, they 
are worth 59 cents. 

If he has a $32,000 income, they 
are worth 41 cents. 

If he has a $64,000 income, they 
are worth 29 cents. 

If he has a $128 income, they 
are worth 15% cents. 


Of course, if a man inherits 
monev he may be able to use his 
funds to increase his principal and 
provide something for the security 
of his family by making use of the 
long-term capital gains provision, 
but there is no possible way that 
anyone starting from scratch can 
save enough to provide for his old 
age. 

otis future lies either in be- 
coming a ward of the Federal 
Government or a recipient of 
largesse from some great corpora- 
tion. 


Tax Structure Should Not Stifle 
Initiative 


But what of the man who wants 
to be free, to be independent, to 
set up his own business? I do not 
look forward to a Nation of gi- 
gantic corporations with every 
man an employee. Our country 
has been built up by the small in- 
dependent businessman. He should 
be encouraged, not discouraged. 
Anv tax structure that stifles ini- 
tiative and makes it impossible 
for a man of ability to provide 
for the future security of himself 
and his family has in it the seeds 
of totalitarianism. 


Of course, we should never 





forget the welfare of the common 


if there is a 10% drop in the na- 


rrecession to thrown the national 


too great handicaps on the un- 
common man, for we must remem- 
ber that it is chiefly through 
his initiative and his imagination 
that the general well-being is ad- 
vanced. As I have said, it ‘has 
been estimated that the govern- 
ment’s income for this year will 
be approximately 39 million dol- 
lars. This is based on an expected 
national income of 165 billion dol- 
lars. 

You will note that this calls for 
approximately 25 cents out of 
every dollar earned going to sup- 
port the Federal government, be- 
sides which the people must pay 
state and local taxes. 

To expect every recipient of in- 
come to work for the Federal gov- 
ernment for three months out of 
every twelve does not provide a 
happy picture. 

It has also been estimated that 


tional income, the Federal rev- 
enue will fall by 5 billion dollars. 
Thus, it would only take a slight 


budget entirely out of kilter. 

It is therefore doubly important 
that in considering any question 
of reducing taxes we must try to 
forget political implications and 
make _-reductions in a manner 
which will-increase the productiv- 
ity of our: country and thus in- 
crease the national income. 

Under HR-1, 76% of the be- 
nefits go to that income which is 
under 10 thousand dollars. How- 
ever, it is true that 24% will go 
to that income which is over 10 
thousand dollars, and for the next 
few weeks we will probably hear 
the demagogues shouting this fact 
from the housetops. But is it not 
true that to a large extent it is 
those whose incomes are over 10 
thousand dollars who provide tne 
jobs for the others? What good 
does it do to raise a man’s exemp- 
tions for “income tax purposes if, 
while doing so, you take away his 
job so he hasn’t got an income, or, 
by contracting the economy, re- 
duce his pay? 

We cannot handicap too greatly 
the man who provides the jobs, 
that provide the income, that pro- 
vides the tax which is the govern- 
ment revenue. 


Favors Across-the-Board 
Principle 


It is my firm opinion that we 
should in the coming tax bill fol- 
low, in general, the across-the- 
board principle. 

The present plan of the Ways 
and Means Committee is that a 
short time after we have finished 
the present tax bill, we will go 
into the entire question of excise 
taxes. In doing this, we must not 
—we can not—reduce the. revenue 
greatly. But there are certain 
taxes which are definitely in- 
equities and which should be re- 
moved. 

For instance, in the winter of 
1942 Leon Henderson, then chief of 
Price Contol, appeared before the 
Ways and Means Committee and 
asked to have certain excise taxes 
put on commodities made from 
scarce material in order that more 
use of this material could be made 
for war purposes. Some of these 
taxes were: on electrical, gas and 
oil appliances; photographic ap- 
paratus; business machines; and 
an increase in the tax on: tires, 
automobiles, radios and refriger- 
ators. They are still on the books. 
They should not be. 

After we have finished the ex- 
cise tax question, which may take 
some time, the present plan is to 
hold hearings on an administra- 
tive tax bill. 


As you know, we have to have 
a general revision of tax laws 
every few years for there are at 
least 50,000 clever lawyers who 
are spending their time trying to 
find loopholes in the legislation 
which we have passed. 


And, at the same time, there are 
almost an equal number of rev- 
enue agents who are misinterpret- 
ing the intent of Congress and un- 
fairly soaking the taxpayer. 


must correct these loopholes and 
re-affirm the intent of Congress 
where it has been questioned— 
besides considering new problems 
which may have come up. 


Miscellaneous Tax Adjustments 


One of the things in which 1 
know you are interested is Sec- 
tion 102. Why the Bureau of In- 
ternal Revenue chose this period 
to scare the life out of small busi- 
nessmen I do not know. They 
claim they are going to administer 
the section in the same way they 
have in the past, which I think in 
general, has been satisfactory. 
However, those corporations 
which had the opportunity to 
listen to the advice of highly paid 
tax consultants and expensive 
lawyers, as a rule did not change 
their dividend policy in any way. 
But the little fellows who did 
not. have the benefit of such ad- 
vice —the firms whose earnings 
are most needed in their business 
—were the ones who were scared 
into paying dividends which quite 
often were not justified. 
Another matter which we should 
look into is the question of the ex- 
pansion of cooperatives. No busi- 
ness can compete with another 
which pays no taxes. 
There has been a tendency also 
for educational and charitable in- 
stitutions to go into business in 
competition with fully-taxed cor- 
porations, which should be 
watched. 
The question of carry-backs and 
carry-forwards, the question of 
depreciation, the question of the 
interest rates on deficiencies and 
refunds, should all be looked into. 
Some method should be devised 
whereby junior executives can 
receive stock options and do not 
have to sell most of their stock 
to pay taxes if they exercise these 
options. 
These details are important, but 
the most important question is: 
Can we continue that dynamic 
economy which has built up our 
country on a Federal expenditure 
of 37 billion dollars a year? 
Present taxation which is a mill- 
stone around the neck of every- 
one who is trying to get ahead 
cannot help but reduce _ that 
American standard of living of 
which we are so proud. 
We on the Ways and Means 
Committee think we know what 
sort of a tax structure will best 
provide for the welfare of the 
country. But so long as the gov- 
ernment demands enormous rev- 
enues there is little we can do to 
put such a structure on the books. 
The real answer to our future 
lies not in our hands, but in the 
hands of those who decide upon 
government spending, for it is 
only when they cut expenditures 
that we can reduce the tax burden. 
In a chaotic world, America 
must be strong—strong economi- 
cally as well as strong militarily. 
The future of the United States— 
in fact, the future of the world— 
depends largely upon our willing- 
ness to reduce our government 
expenditures, to the end that this 
nation under our free competitive 
system can fully develop our re- 
sources—both human and material. 


We must prove to the doubting 
nations of the world that we have 
here that system which will bring 
the greatest welfare to the aver- 
age man. 


Randall W. Harper With 
Straus & Blosser 


(Special to THe FrnaNcitaL CHRONICLE) 
GRAND RAPIDS, MICH.—Ran- 
dall W. Harper has becOme asso- 
ciated with Straus & Blosser, 
Grand Rapids National Bank 
Building. Mr. Harper was pre- 
viously in business for himself. 
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Business 
Man’s 


| Bookshelf 


Cycles—The Science of Predic- 
tion—Edward R. Dewey and Ed- 
win F. Dakin—Henry Holt and 
Company 257 Fourth Avenue, 
New York 10, N. Y.—cloth—$3.00. 























Operation of Job Evaluation 
Plans, The—A Survey of Exper- 
ience — Industrial Relations Sec- 
tion, Department of Economics 
and Social Institutions, Princeton 
University, Princeton, N. J. 
paper — $1.50. 





Russia in Perspective — George 
Soloveytchik — W. W. Norton & 
Company, 101 Fifth Avenue, New 
York, N. Y. — cloth — $3.00. 





Wage Determination and The 
Economics of Liberalism — Ad- 
dresses analyzing current collec- 
tive bargaining as practiced by 
aggressive labor unions in rela- 
tion to the survival of a free 
society—Chamber of Commerce of . 
the United States, Washington 6,~° 
D. C.—paper—$1.00 (lower prices 
in quantity). 





Amer. Potash & Chem. 
Stock Placed on Market 


Public offering of 70,000 shares 
of $4 cumulative preferred stock, 
series A, of American Potash 
& Chemical Corp. was made 
March 18 at $100 per share by 
Kuhn, Loeb & Co.; Glore, Forgan 
& Co.; Lehman Brothers and A. G,. 
Becker & Co., Inc. The company 
is the second largest producer of 
borax products in the United 
States. It ranks fourth among the 
five domestic producers of potash 
and supplies substantially all pot- 
ash used in agriculture on the 
West Coast. 

Of the proceeds from this fi- 
nancing, approximately $5,850,000 
will be used in constructing an 
addition to the company’s power 
plant and for the construction of 
a new soda ash and borax plant 
which will utilize a brine deposit 
developed within the last year 
which is particularly suited for 
production of these chemicals. The 
new plant will increase the annual 
production capacity of the com- 
pany about 70% for soda ash and 
about 30% for borax. The com-, 
pany reported gross sales of $16,- 
176,818 for the year ended Dec. 31, 
1946, and net income of $1,514,105. 


The new preferred stock is re- 
deemable at the option of the 
company at $103 per share on or 
before April 1, 1950. and at prices 
scaling down to $100 per share if 
redeemed after April 1, 1962. The 
stock will have the benefit of a 


sinking fund which will retire 
3% of the issue annually com- 
mencing 1950. 

Capitalization of the company 
following the financing will con- 
sist of the 70,000 shares of pre- 
ferred stock being offered; 48,664 
shares of class A common stock 
and 479,726 shares of class B com- 
mon stock. 


‘Tee With Slayton 


(Special to Tae FinaNctaL CHRONICLE) 


LOS ANGELES, CALIF.—Eric 
S. Gillberg and Melvin E. Kruger 
are now connected with Slayton & 
Co., Inc., 3277 Wilshire Boulevard. 














Two With Tucker, Anthony 
(Special to THe FrnanciaAL CHRONICLE) 
BOSTON, MASS.—William O. 
Apthorp and David B. Ingram are 
with Tucker, Anthony & Co., 74 








j|man, but neither should we place 


The time has come when we 


State Street, 


Joins Mason Bros. Staff 


(Special to Tae FinanctaL CHRONICLE) 
OAKLAND, CALIF.—A. N. 
'Swallow has become connected 
with Mason Bros., Central Bart 
Building. 
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Three Schools of Business Thought 


(Continued from page 1517) 
would promptly restore econom- 
ically sound and therefore perma- 
mently prosperous business rela- 
tionships. 

Now, as an economist, I must 
enter one demurrer to that argu- 
ment. I cannot accept the theory 
that in this day of giant corpora- 
tions, big financial 
and nation-wide unions, it can be 
said that the impersonal forces of 
the market will automatically 
establish sound wage-price-profit 


relationships. Under these condi- | 


tions of business organization the 
process is not one of an imper- 
sonal competitive market or sys- 
tem of markets. Over large areas 
of the economy, prices and the 
course of business are determined 
by highly personalized adminis- 
trative dicisions made by officials 
of business organizations and af- 
fecting large blocks of capital re- 
sources or-of labor resources. 

I think it is quite clear to every- 
one that the decisions of these 
responsible executives have not 
since V-J Day mutually added up 
to anything like a workable solu- 
tion of the nation’s business prob- 
jem in terms of well-sustained 
production and the prosperity that 
would go with it. It isa familiar 
saying that you can’t do anything 
to change.the law of supply and 
demand.. This is true. But I sub- 
mit that you can act intelligently 
or stupidly within the conditions 
iaid down by: that law. 

In this transition period we 
have had an unavoidable disturb- 


money demand and of physical 
supply of goods and _ services. 
What should we expect of business 
management under these circum- 
stances? If the executive function 
is to be performed on a profes- 


institutions, | 


pointed the way to efficient ad- 
justment and smooth operation of 
our economic machine. Excessive 
wage increases forced through at 
points where they would result 
in proportionate or greater price 
increases were stated to be no 
‘solution of the problem but merely 
'a source of further demoralization 
and inflation. 
| Well, what have corporation 
executives and union officials 
done in the face of this situation? 
The labor picture is clouded, and 
this is not a labor audience. So I 
shall refer to that side of the mat- 
ter only incidentally as it is in- 
volved in the corporation man- 
ager’s future. As for the behavior 
of administrative officers of busi- 
ness, the course of events as I see 
it puts them in three categories: 

First are those who say: “Get 
while the getting is good. The 
first and only law of business is 
to grab an honest dollar whenever 
and wherever you can see it. Let 
the long-haired economists and 
the vote-hungry politicians con- 
sider longer-run effects or the 
good of the country. We'll play 
boom forces for all they are worth 
and take our chances of living 
through the depression when it 
comes.” Businessmen of this school 
pushed prices up aggressively 
whenever controls were relin- 
guished and resist by any power 
at their command the downward 
movement of prices when con- 
sumer resistance asserts itself. 
The danger to others and even- 
tually to themselves that comes 
from this course shows up when 
they curtail production in the ef- 
fort to perpetuate an artifical 
price situation by choking off 
supply. 

Second, there are certain more 
thoughtful executives who have 








sional plane, should we not look | 


manifested intelligent realization 





to business administrators to bring | of the dangers of inflation and the 
those two forces together under | disturbing effect of rising costs of 
conditions which would make for | living on wage demands and pos- 
the maximum agers ge ap Pia tod of | oo eta stoppages. bag agi 
economic power, not for a destruc- | them have recently said: 7 e be- 
tive or explosive meeting of those | lieve that we can contribute to 
forces? : 7“ damping out ny 4 evn n A ea 

May we draw an analogy? € and promoting business stabiliza- 
a at ae ag of on ms — by seas Pgs price’ 
establishe y inexorable laws of | policy. us those who buy our 
mature and so are the heat-resis- | products can make future commit- 
tant qualities of steel and other ments on an orderly basis, know- 
materials. a = _ ra ioreog eed been, that a can pony ep: 
spark touc iquid gasoline in| quirements for our goods a e 
your tank or where it flows from time dictated by operating reasons 
a leak in the feed line, and you without fear that they will be 
will burn up your car more or less penalized in price and without the 


completely. But you can apply a 
timed spark to a vaporized gaso- 
line mixture in the cylinder of 
your engine and produce smooth 
and continuous motive power. 
Similarly, the owners, drivers, and 
service men of the business car 
may produce from the inflamma- 
tory and explosive economic ma- 
terials left to us by the war a 
destructive boom and more or less 
complete collapse. Or they may 
produce a_ well-stabilized high 
Yevel of production, employment, 
and purchasing power such as we 
geek under the Employment Act 
of 1946. 

In the President’s Economic 
Report to the Congress on Jan. 8, 
it was pointed out that the flow 
of purchasing power currently 
disbursed to consumers is not on 
a level capable of taking from 
the market promptly and steadily 
the flow of goods and services 
that our productive plant and la- 
bor force, employed with reason- 
able fullness, would be turning 
eut during 1947. That report 
pointed out that further price rises 
would be inflationary in character 
and would make the fundamental 
situation even worse, however in- 
toxicatingly pleasant the effects 


necessity of accumulating inven- 
_ tory and the accompanying carry- 
ing costs.” A firm price has a 
stabilizing effect also by keeping 
up the flow of orders according to 
‘normal operative needs and in- 
‘ventory practices rather than 
having buyers hold off on orders 
| in the hope of getting lower prices 





later or in the fear that the mar- 
ket may be on the verge of a 
demoralizing break. 

Third is another class of busi- 
ness executives who have said: 
“Even though our order books are 
full for months ahead and we 
could sell our goods at present or 
even higher prices, and even 
though we have some past losses 
that we would like to recoup 
through picking off some of these 
lush profits, we believe that such 
a course of action would contrib- 
ute to inflation. We believe fur- 
ther that such inflation should be 
stopped, not by new government 
taxes or fiscal manipulation, but 
by the astute and disciplined ac- 
tion of businessmen themselves. 
Hence we will start a movement 
toward. voluntary business stabil- 
ization by reducing our prices as 
promptly and as steadily as the 
level of our current costs under 





upon certain uninhibited individ- | conditions of high volume produc- 
uals. It pointed out further that|tion and efficient management 


moderate wage increases in the will permit.” Of course the state- 
lower or medium wage brackets ments issued by the Ford Motor 


and widely distributed but orderly Company and the International 
and moderate reduction of prices 


im line with actual production 
costs at high 


Harvester‘Company in announcing 
: : their price reductions come to 
‘volume production! your mind as examples of this 


school of business thought. Let me 
quote the opening and closing 
paragraphs of the Ford statement: 


Although more than one mil- 
lion of our customers are wait- 
ing for delivery of their cars at 
present prices, we are immedi- 
ately reducing the price of every 
Ford car—some models as much 
as $50. 


This is our “down payment” 
toward a continued high level of 
production and employment in 
the months ahead. We believe 
that the “shock treatment” of 
prompt action is needed to halt 
the insane spiral of mounting 
costs and rising prices and to 
restore a sound base for the 
hopeful period of postwar pro- 
duction we are now entering.... 


We hope, as we move forward, 
that we will be able to reduce 
prices further, and that we wiil 
not be forced to raise them 
again to compensate for cost in- 
creases. 


The International Harvester Co. 
statement emphasizes the point 
that neither consumer resistance 
nor competitive necessity dictated 
their decision to cut prices, and 
that farm implement prices had 
not advanced as much as many 
other lines. It is notable also that 
it asserts the responsibility of 
venture capitalism to take calcu- 
lated risks, and this step is taken 
in the face of wage negotiations 
which the Harvester Company as- 
sumes will be settled on “reason- 
able” terms. Both Mr. McCormick 
and Mr. Ford call upon their sup- 
pliers and their workers to see to 
it that further price cuts may be 
possible. 


Looking at these three schools 
of business thought, it is my judg- 
ment that business executives of 
the first group are doing every- 
thing possible to dig the grave or 
drive nails into the coffin of pri- 
vate business enterprise. The sec- 
ond and third groups, particularly 
the third, are showing the power 
of well-trained and _ responsible 
management to perpetuate our 
system of private enterprise be- 
cause it produces for the mass of 
the people a satisfactory level of 
employment opportunities, effi- 
cient use of physical and financial 
resources, and a widely distrib- 
uted high scale of living. 


Year-Round Sat. Closing 
Of Connecticut Banks 


Allan Sproul, President of the 
Federal Reserve Bank of New 
York, in calling the attention of 
banking institutions in the New 
York Reserve District to the 
Saturday closing of Connecticut 
banks, beginning March 22, said: 

“Section 4509 of the General 
Statutes of the State of Connecti- 
cut, as amended effective March 
21, 1947, provides that Saturdays 
are to be treated as legal holidays 
in Connecticut, for all purposes 
relating to the presentation for 
payment or acceptance and to the 
protesting and giving notice of the 
dishonor of bills of exchange, 
bank checks, promissory notes, 
drafts, acceptances, bonds or other 
evidences of indebtedness.’ 


“We are advised that, as a re- 
sult of this legislation, many Con- 
necticut banks will be closed on 
each Saturday beginning March 
22, 1947. 


“Your attention is called to the 
fact that Saturday bank closings 
will, in many instances, result in 
delay in the presentation of items 
and in the advice of dishonor and 
return of unpaid items.” 








With Bailey & Selland 


(Special to Tae Frnanctat CHRONICLE) 
FRESNO, CALIF.—Lee E. Bar- 
rett has become affiliated with 
Bailey & Selland, 1157 Fulton 
Street. He was previously with 
G. H. Chance & Co. 





Italy’s Reconstruction Difficulties 


(Continued from page 1517) 


circumstances it is evident that 
the decline of the American de- 
mand for raw silk in Italy, as a 
result of exports from Japan, has 
led to a decline of Italian prices. 
They fell from 7,000 lire to 5,000 
lire. However, the silk cocoon 
price, owing to the high level of 
Italian salaries, has remained un- 
altered at Lire 450 per kg. of 
fresh cocoon. It is obvious that 
under such a state of affairs, un- 
less the European silk market 
should resume its prewar im- 
portance (before the 
large share of Italian raw silk 
went to France and Germany) the 
Italian raw silk will have to sell 
under the cost of production. To 
maintain its position on the over- 
seas markets and secure the em- 
ployment of its labor, its price 
must be maintained or its pro- 
duction will be rendered useless 
from the financial point of view. 
Furthermore even the cotton and 
wool yarn exports are in danger. 


War aj} 


or following the private 5 
business system: 


Countries doing Jan.-Sept. 194¢ 
business: Imports Exports 

In free currency 75% 490 
Through Clearing 
or barter ____ 


arter 


25% 58% 


Need For Foreign Loans 


_ Under these circumstances Italy 
finds some difficulty in using the 
proceeds of her exports to pur- 
chase raw materials, and this ex- 
Plains why inquiries for foreigy 
loans have been developed in the 
course of the past few weeks. The 
Swiss Government has denied 
that there are negotiations for the 
concession of a Swiss loan to Italv 
but at the same time the Secre. 
tary of the Swiss Chamber of 
Commerce for Italy, which is 4 
semi-government organization, has 
declared to the press that “pri- 
vate loans to Italy would be pos- 
sible if the Italian Government 








would lift some restrictions re- inc 
Middle crs had come from the| garding the activities of foreig, [jM Of 
espectally from iran and from capitalists in Italy and would ren- 25 
China whereas now reports from der possible the transfer of the Be 
various sources confirm that the | Profit of companies in which for- im 
eign capital is interested, to for- ho 
Bank of England has refused to ei g tries.” . 
authorize all the applications for ”“ the. pio a time efforts are 
Tranan’ and Chinese” staportess [Delng made to find a way for set- [Ju 
busthe sa the Teall ket | tlement of the problems of emi- O) 
throuals Face ct . cee cae gration and tourism and to pro- in 
quently most of these orders re-| Mote these two activities in order pe 
. ; to produce credits in gold cur- co 
ie 7 textiles, etc., have been rencies. In regard to emigration BI 
Cencenae. noteworthy negotiations are in al 
Raw Materials Shortage a ni —" = — of South q' 
rica and wi rgentina in- m 
raw materials need be takes ings | Yolving the transfer not only ot [© 
consideration. In this connection labor but with full industrial or- 
not later than a week ago Signor ew ity directors, technicians, A 
; machinery, etc. Tourism is being 
Rr gg duthes wot Comnenee studied with the possibility of a: fe 
in the course of an interview to| Understanding with Switzerland 2 
the, Dress “has emphasized ‘that| and, other, Mediterranean, cou 8 
while italy receives at present only cnaabiiinddl tal to te ffered to Y 
600,000 tons of coal monthly that | oe ee Se eeeeees, 50 


she would require at least 2,000,- 
000 tons monthly in consequence 
of the shortage of electric power 
and oil fuel. He announced that 
the Italian Government is to de- 


velop diplomatic action to obtain 
an increase of the allowance of 
coal by the European coal or- 
ganization. 

However, it ought to be noted 
from an interview granted to the 
press by a representative of the 
Ente Approvvigionamento Car- 
boni, which has replaced the 
UNRRA in the Italian purchases 
of coal, that the question of the 
quantity of coal to be imported 
will depend on the currency 
which the Treasury places at the 
disposal’ of the organization. It 
is sufficient to consider, he said, 
that one ton of coal costs about 
$25 which means that if Italy 
should import only 600,000 tons 
monthly we would require to 
have at our disposal at least $180 
million yearly including the cost 
of maritime transport. Should 
the Treasury be unable to place 
such an amount of gold currency 
at our credit, it is evident that we 
should have to search for it on 
the free market. But what reper- 
cussions would such demand for 
dollars have, should Italian exports 
not increase, or should we be un- 
able to obtain foreign credits? 

The problem is complicated by 
the fact that while the bulk of 


| overseas tourists. It is hoped thus 
to obtain gold currency advances 
to carry out these projects to 
and for the rehabilitation of the 
hotels. 


SEC Plans to Amend 
Reg. A of 1933 Act 


Secretary Orval L. DuBois, Sec- 
retary of the Securities and Ex- 
‘change Commission, issued 0 
March 6, notice that the SEC has 
under consideration a proposal to 
amend Regulation A to delete 
therefrom subparagraph (h) of 
Rule 221. The notice says: 

“Regulation A, under the con- 
ditions stated therein, exempts 
certain securities from the regis- 
tration and prospectus require- 
ments of the Securities Act of 
1933. Subparagraph (h) of Rule 
221 makes Regulation A unavail- 
able for ‘securities sold or de- 
livered after sale in, or orders 
for which are accepted from, a 
State while the right to offer or 
sell such securities in that State is 
prohibited, denied, or suspendec 
by any regulatory body of the 
State for any reason other than 
the misconduct of a dealer in the 
securities.’ Deletion of this sub- 
paragraph would remove this re- 
striction . without affecting the 
jurisdiction of any State regula- 
tory body over the sale of securi- 
ties within the State. The amend- 
ment is proposed pursuant to the 
provisions of the Securities Act of 
1933, particularly Sections 3(b) 
and 19 (a) thereof.” 
| Those interested may submit 


data, views and comments in writ- 
ing to the SEC at its main office. 











Italian imports comes from coun-| 18th and Locust Streets, Philadel- 
tries to whom payments must be| Phia 3, Pa. on or before March 28. 
made in free currency, practically 
50% of the Italian exports go, as | 
it can be seen from the following (Special to Tae Financial: CHrontcie) 
figures, to countries maintain- NEW ORLEANS, LA.—William 
ing trade relations with Italy on | J. Stewart has joined the staff of 
the basis of clearing agreements \ Weil & Arnold, Canal Building. 
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Securities Now in Registration 





INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





—_ 


Acme Electric Corp., Cuba, N. Y. 


June 26 filed 132,740 shares ($1 par) common stock. 
Underwriters—Herrick, Waddell & Co., Inc., and First 
Colony Corp. Offering—To be offered publicly at $5 
a share. Proceeds—Company will receive proceeds from 
the sale of 68,880 shares and four selling stockholders 
the proceeds from the sale of 63,860 shares. Company 
giso will receive proceeds from the sale of 20,000 war- 
rants for common stock to underwriters at an aggregate 
price of $200. Of the net proceeds ($292,940) $50,000 
will be used to pay current bank loans; about $20,000 
will be used for machinery and equipment, and the re- 
mainder for working capital. 


Air-Borne Cargo Lines, Inc., New York 


Feb. 14 (letter of notification) 214,890 shares ($1 par) 
common. Being offered for subscription to stockholders 
of record Feb. 20 at $1 a share. Rights expired 3 p.m. 
“EST.) March 11. Unsubscribed shares will be offered to 
the public through Greenfield, Lax & Co., Inc., New 
York. For reduction of current obligations and for 
working capital. 


@ All American Industries, Inc., New York (4/1) 


March 17 (letter of notification) $300,000 10-year 5% 
income notes and 7,500 shares of capital stock (par 25¢). 
Offering—To be offered in units of $1,000 of notes and 
25 shares of stock at $1,000 per unit. Underwriter—A. W. 
Benkert. & Co., Inc., New York. To reduce indebtedness 
ineurred: in acquisition of outstanding stock of Okla- 
homa Steel Castings Co. 


American Broadcasting Co., Inc., N. Y. 

June 27 filed 950,000 shares ($1 par) common stock. 
Onderwriter—Dillon, Read & Co. Inc., New York. Offer- 
ing—A maximum of 100,000 shares may be sold by com- 
pany to persons, firms, or corporations with whom the 
corporation had network affiliation agreements on March 
81. The remainder will be offered publicly. Price by 
amendment. Proceeds—To prepay notes payable to ac- 
quire radio station WXYZ, to construct broadcast trans- 
= station KGO at San Francisco and for working 
capital. - 


American Colortype Co., Clifton, N. J. 
Aug. 12 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—White, Weld & Co. Price 
by amendment. Proceeds—Net proceeds initially will 
be added to general funds, however, the company antici- 
pates it will use the funas for its building and expansion 
vrogram. Offering date indefinite 


American Iron & Machine Works Co., Oklahoma 
City, Okla. (3/31) 

Feb. 24, filed $1,000,000 of 4% sinking fund debentures, 
due 1967; 25,000 shares (no par) $1.10 cumulative pre- 
ferred and 60,000 shares (no par) common. Underwriters 
—Rauscher, Pierce & Co., Inc., Dallas, and Milton R. 
Underwood & Co., Houston, Texas. Price—Debentures 
will be offered at 100 while price of the preferred and 
common stocks will be supplied by amendment. Pro- 
ceeds—To pay $712,500 balance on a bank loan, retire- 
ment of $850,000 promissory notes, and provide working 
capital. 
terial and equipment used in drilling and equipping oil 
and gas wells. 


American Locomotive Co., New York 

July 18 filed 100,000 shares each of $100 par prior pre- 
ferred stock and $100 par convertible second preferred 
stock. Underwriting—Union Securities Corp., New York. 
Price by amendment. Proceeds—Net proceeds, with 
other funds, will be used to redeem $20,000,000 of 7% 
cumulative preferred stock at $115 a share plus accrued 
dividends. Indefinitely postponed. 


American Telephone & Telegraph Co. (3/25) 
Feb. 26, filed $200,000,600 35-year debentures due April 
1, 1982. Underwriters—To be determined by competitive 
bidding. Probable bidders include Morgan Stanley & 
Co.; The First Boston Corp., and Halsey, Stuart & Co. 
Inc. (jointly). Interest—Coupon rate will be determined 
by the successful bid. Preceeds—Proceeds will be ap- 
plied for additions and improvements to the company’s 
plant and plants of its subsidiaries and for general cor- 
Porate purposes. The registration states that upon ap- 
Proval by the New York P. S. Commission of its appli- 
cation to increase its authorized shares to 35,000,000, 


Business—Manufacture, sale and rental of ma-. 


company will proceed with an offering of capital stock 
under its employees’ stock plan under which a maximum 
of 2,800,000 shares may be sold on an instalment basis. 
Officers are not eligible to participate under the plan. 
Bids—Company is inviting sealed bids for the pur- 
chase of the new issue as a whole, to be received by 
11:30 a.m., March 25, 1947, at Room 2315, 195 Broad- 
way, New York City. 


American Tobacco Co., New York 


March 11 filed 896,404 shares ($25 par) B common 
stock. Underwriter—Morgan Stanley & Co., New York. 
Offering—Shares will be offered for subscription to 
common and B common stockholders at a price to be 
filed by amendment. Subscription basis will be one 
share of B common for each five shares held of record 
on April 2. Unsubscribed shares will be sold to under- 
writers. Proceeds—Net proceeds will be added to funds 
for the reduction of outstanding bank loans aggregating 
$85,000,000 as of Dec. 31, 1946. 


American Water Works Co., Inc., N. Y. 

March 30 filed 2,343,105 shares of common (par $5) plus 
an additional number determinable only r the re- 
sults of competitive bidding are known. Underwriters— 
To be filed by amendment. Probable bidders include 
Dillon, Read & Co. Inc., White Weld & Co., and Shields 
& Co. (jointly}, and W. C. Langley & Co. and The 
First Boston Corp. (Jointly). Offering—Price to public 
by amendment. 


American Zinc, Lead & Smelting Co., St. Louls 
Sept. 6 filed 336,550 shares common stock (par $1). Un- 
derwriting—No underwriting. Offering—Stock will be 
offered for subscription to common stockholders in 
the ratio of one additional share for each two shares 
held. Unsubscribed shares will .be offered for subscrip- 
tion to officers and directors of the company Price—By 
amendment. Proceeds—Working capital. Offering in- 
definitely postponed. 


Arkansas Western Gas Co. 


June 5 filed 16,197 shares of common stock (par $5). 
Underwriters—Rauscher, Pierce & Co. Inc., and E. H. 
Rollins & Sons Inc. Offering—Stock will be offered to 
the public. Price by amendment. Shares are being sold 
by six stockholders. 


Armour and Co., Chicago 


July 12 filed 350,000 shares (no par) cumulative first 
preference stock, Series A; 300,000 shares of convertible 
second preference stock, Series A, and 1,355,240 shares 
common stock (par $5). Underwriter—Kuhn, Loeb & 
Co., New York. Offering—The 350,000 shares of first 
preference stock will be offered in exchange to holders 
of its 532,996 shares of $6 cumulative convertible prior 
preferred stock at the rate of 1.4 shares of first prefer- 
ence stock for each share of $6 prior preferred. Shares 
of first preference not issued in exchange will be sold 
to underwriters. The 300,000 shares of second preference 
stock will be offered publicly. The 1,355,240 shares of 
common will be offered for subscription to common 
stockholders of the company in the ratio of one-third 
of a new share for each common share held. Unsub- 
scribed shares of common will be purchased by the 
underwriters. Price—Public offering prices by amend- 
ment. Proceeds—Net proceeds-will be used to retire all 
unexchanged shares of $6 prior stock and to redeem its 
outstanding 7% preferred stock. 

George Eastwood, President, in letter to stockholders, 
Dec. 22 said “we have come to the conclusion it will 
not be necessary to issue any additional shares of com- 
mon stock” as part of company’s refinancing plan. 


Artcraft Hosiery Co., Philadelphia 

Sept. 27 filed 53,648 shares ($25 par) 442% cumulative 
convertible preferred and 150,000 shares ($1 par) com- 
mon. It also covers shares of common reserved for issu- 
ance upon conversion of preferred. Underwriter—New- 
burger & Hano, Philadelphia. Price—$25.50 a preferred 
share and $12 a common share. Proceeds—Company will 
receive proceeds from the sale of all of the preferred 
and 100,00 shares of common. The remaining 50,000 
shares of common are being sold by three stockholders. 
Estimated net proceeds of $2,300,000 will be used by 
the company to pay off bank notes of about $1,100,000 
and to purchase additional machinery and equipment 
in the amount of $1,200,000. Offering date indefinite. 


@ Atlantic City (N. J.) Electric Co. 


March 19 filed 522,416 shares ($10 par) common, being 
offered by American Gas & Electric Co. Underwriters—- 
To be determined by competitive bidding. Probable 
bidders include: The First Boston Corp., and Drexel & 
Co. (jointly); Shields & Co., and White, Weld & Co. 
(jointly); Dillion, Read & Co., Inc., and Smith, Berney 
& Co. (jointly); Blyth & Co., Inc.; Union Securities 
Corp. Price—To be determined by competitive bidding. 
Proceeds—The offering is part of American’s plan to 
dispose of its holdings of 1,150,000 outstanding shares 
of Atlantic City. The shares remaining after the public 
offering will be distributed as dividends on American’s 
common stock. This dividend policy will become effec— 
tive June 15 and will continue to the end of 1948. 


Automatic Firing Corp., St. Louis (2/28) 


March 3 filed 25,000 shares ($10 par) 6% cumulative 
preferred, 25,000 shares ($1 par) class A common and 
100,000 shares ($1 par) class B common. Underwriter— 
G. H. Walker & Co., St. Louis. Price—$11.25 for pre= 
ferred share, $2.90 for class A common, and $3 for class B 
common. Proceeds — Preferred and class A common 
shares are being sold by company while class B commons 
shares are being sold by five stockholders. Estimated 
net proceeds of $303,524 to the company will be used te 
increase working capital and to pay off short-term bank 
loans. 


Bachmann Uxbridge Worsted Corp. 


Nov. 27 filed 45,000 shares of 4% preferred stock (par 
$100) and 200,000 shares of common stock (par $1}. 
Underwriters—Kidder, Peabody & Co. and Bear, Stearmm 
& Co. Proceeds—Will go to selling stockholders. Price 
by amendment. Offering date indefinite. 


@ Bates Manufacturing Co., Lewiston, Me. 


March 18 filed 54,905 shares ($10 par) common. Under~ 
writer — E. H. Rollins & Sons, Inc., New York. Price 
— By amendment. Proceeds — The shares are being 
sold by its two largest stockholders — The First Boston 
Corp., 27,450 shares; and Coffin & Burr, Inc., 27,455 
shares, which acquired the shares after they purchased 
the industrial subsidiaries of New England Public Serv- 
ice Co. in 1945 for $16,500,000. Business — Manufacture 
of cotton and rayon fabrics. 


Beaunit Mills, Inc., New York 
Sept. 27 filed 180,000 shares ($2.50 par) common. Under- 
writer — White, Weld & Co., New York. Price — By 
amendment. Proceeds—Of the total, 140,000 shares are 
being sold by St. Regis Paper Co., New York, and the 
remaining 40,000 shares are being sold by I. Rogosin, 
President of Beaunit Mills, Inc. 


Berbiglia, Inc., Kansas City, Mo. 
Sept. 12 (letter of notification) 41,000 shares of 5% 
cumulative convertible $6 par preferred. Offering price, 
$6 a share. Underwriter—Estes, Snyder & Co., Topeka, 
Kans. To pay outstanding indebtedness and expenses and 
to open five additional stores in Kansas City, Mo. Offer= 
ing postponed indefinitely. 


Berkey & Gay Furniture Co., Grand Rapids, 
Mich. 
Feb. 3 filed 723,575 shares ($1 par) capital stock. Under- 
writing—None. Offering—Company said all of the shares 
are issued and outstanding. The purpose of the registra=- 
tion statement is to enable holders to effect sales by 
use of the prospectus. ; 

Berkey & Gay said the shares had been sold in 194@ 
and 1945 to a group of about 50 persons who represented 
they were purchasing the shares for investment and no® 
for distribution. 

So far, 231,204 shares have been sold in the open mar 
ket and the Commission had raised the question as te 
whether such sales had the effect of making the entire 
offering public. The Commission staff stated that regis= 
tration is required if any of the remaining 733,575 shares 
are to be sold. Price—At market. Proceeds—Go to sell= 
ing stockholders. 


Blumenthal (Sidney) & Co. Inc., New York 


Aug. 30 filed 119,706 shares (no par) common and sub- 
scription warrants relating to 30,000 shares thereot. 
Underwriting — None. Proceeds—For reimbursemen® 


(Continued on page 1558) 
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(Showing probable date of offering) 

March 20, 1947 

Interstate Ry. Noon (EST)--~---- Equip. Trust Ctfs. 
March 21, 1947 

Empire Millwork Corp._.--------------- Common 
March 24, 1947 . 

Jahn & Ollier Engraving Co._-..-.------- Common 

Latin American Airways, Inc._---------- Common 

Stuyvesant’ Ins. Co..........----..------ Common 


March 25, 1947 
American Tel. & Tel. Co, 11:30 a.m. (EST).--Deb. 


Continental Car-na-var Corp.._--------- Common 
Mohanna Hudson Corp._-_.-------------- Preferred 
Sardik Food Products Co.__.------------ Preferred 
March 26, 1947 
Citizens Weilitios Co... <. 2 ncccecnncsacnces= Bonds 
Davise-nesenbium Corp. .......<-.<--2<66 Common 
Western Pacific RR._--.--- Credit Sales Agreement 
March 27, 1947 
Carney Fasteners, Inc...---.-------- Capital Stock 
cee Cieeee WOGRs.....922-~~ ono eves rreferred 
Doman Frazier Helicopters, Inc._._-----~--- Common 
PE DOOD Cen ncindndnnonssweene Common 


Richmond, Fredericksburg & Potomac_Nego. Notes 
March 28, 1947 


Automatic Firing Corp....-..------- Pfd. and Com, 
March 29, 1947 

Community Frosted Foods Co... Cl. A Common 

Maguire Industries, Inc._..------.---...- Common 


March 31, 1947 
American Iron & Machine Works 
NT a i ee Debs., Pfd. & Com. 
New England Gas & Electric Association.__Bonds 
April 1, 1947 
All American Industries, Inc.__Income Notes, Stock 
April 3, 1947 
ENT Co on ee. tein oe Preferred 











(Continued from page 1557) 


of company’s treasury for funds expended in re 
femption of 3,907 shares of 7% cumulative pre- 
ferred on April 1, and for funds deposited in trust fer 
redemption on Oct. 1 of remaining preferred shares. Al- 
though it was proposed to offer the stock for subscrip- 


tion to stockholders at $10 per share, company on Sept. 
20 decided to withhold action. r 


Bobbi Motor Car Corp., Birmingham, Ala. 


Mar. 3 (letter of notification) 60,000 shares ($1 par) 
common. Price—$5 a share. Company proposes to offer 
12,997 shares of common in exchange for its unsecured 
promissory notes in the amount of $84,985 held by dis- 
tributors of company’s proposed products. Underwriting, 
the stock will be sold by officers and directors of the 


company. For completion of display automobiles now 
under construction. 


Bond Investment Trust of America, Boston 


March 7 filed 60,000 units of beneficial interest. Under- 
writer — Whiting, Weeks & Stubbs. Price — Based on 
market price. Proceeds—For investment. 


Boston Store of Chicago, Inc. 


Sept. 10 filed 30,000 shares ($50 par) 5% cumulative 
preferred and 500,000 shares ($1 par) common. Under- 
writers—Paul H. Davis & Co. and Stroud & Co., Inc. 
Offering—Preferred will have non-detachable stock 
purchase warrants for purchase of 30,000 shares of com- 
mon stock of the total common, 375,000 shares will be 
offered for sale for cash. 30,000 shares are reserved for 
issuance upon exercise of warrants attached to preferred 
end 95,000 shares are reserved for issuance upon exer- 
cise of outstanding warrants. Price—By amendment. 
Proceeds—Net proceeds, together with other funds, will 
be used to pay the company’s 2% subordinated note in 


the principal amount of $5,268,750 and accrued interest. 
Offering date indefinite. 


Bowman Gum, Inc., Philadeiphia 


Sept. 27 filed 268,875 shares ($1 par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price—By 
amendment. Proceeds—Stock is being sold by share- 
holders who will receive proceeds. 


Braunstein (Harry), Inc., Witmington, Del. 
Sept. 25 filed 12,500 shares ($25 par) 4%% cumulative 
convertible preferred stock and 50,000 snares (20¢ par) 
common stock. Underwriter — C. K. Pistell & Co., Inc., 
New York. Price — $25 a share for preferred and $11 
a share for common. Proceeds—7,000 preferred shares 
are being sold by company, the remaining 5,500 pre- 
*erred shares and all of the common are heing sold by 
present stockholders. Net proceeds to the company, es- 
timated at $147,500, will be used to prepay to the ex- 


tent possible outstanding $149,300 mortga liabili 
Offering date indefinite. — sat 


Brooklyn (N. Y.) Union Gas Co. 
May 3 filed 70,000 shares of cumulative preferred stock 
($109 par). Underwriters—To be filed by amendment. 
Bids Rejected—Company July 23 rejected two bids re- 
ceived for the stock. Blyth & Co., Inc., and F. S. Mose- 


ley & Co. and associates submitted a bid of 100.06 for a 
4.30% dividend. Harmman nipiey & CO ana Merou 
Securities Corp. bid 100.779 for a 4.40% dividend. In- 
definitely postponed. 


Burrillville Racing Association, Pawtucket, R. I. 


Feb. 27 filed 38,500 shares (no par) class A stock. Un- 
derwriter—Barrett & Co., Providence, R. I. Offering— 
The shares will be offered for subscription to class A 
stockholders at $20 a share, on the basis of one share 
for each share held. Unsubscribed shares will be offered 
publicly at $20 a share. Price—$20 a share. Proceeds 
will be used to finance the cost of completing a race 
track at Lincoln, R. I. 


California Oregon Power Co. 

May 24 filed 312,000 shares of common stock (no par). 
Stock will be sold through competitive bidding. Under- 
writers—Names by amendment. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co., Kuhn, Loeb & Co. and Smith, 
Barney & Co. (jointly); Merrill Lynch, Pierce, Fenner 
& Beane and Bear, Stearns & Co. (jointly). Offering 
—Stock is being sold by Standard Gas and Electric 
Co., parent, of California. Bids for the purchase of 
the stock will be received between April 15-22. 


Carney Fasteners, Inc., Columbia, S. C. (3/27) 


Jan. 13 (letter of notification) 32,950 shares ($5 par) 
capital stock. Price — $6.50 a share. Underwriter — 
Mitchell Securities Corp., New York. For equipment and 
working capital. 


bape So i apc Gold Mines, Ltd., of Toronto, 
o 

June 24 filed 400,000 shares of common stock. Under- 
writer—No underwriters. Offering—To the public at 
$1 a share in Canadian funds. Proceeds—For a variety 
of purposes in connection with exploration, sinking of 
shafts, diamond drilling and working capital. 


@ Central Mills, Inc., Dunbridge, O. 


March 13 (letter of notification) $300,000 of first mort- 
gage bonds. Price—$500 per unit. No underwriting. For 
retirement of preferred stock, for purchase of two aifalfa 
dehydrating plants from Logan County Dehydrators, Inc. 
and for retirement of latter’s preferred stock. 


Central Soya Co., Inc., Fort Wayne, Ind. 

Aug. 21 filed 90,000 shares (no par) common. Under- 
writer—None. Offering—Common shares initially will 
be offered for subscription to common stockholders at 
rate of one share for each 744 shares held. Unsubscribed 
shares will be sold to underwriters. Price by amend- 
ment. Proceeds—Working capital, etc. Offering indefin- 
itely postponed. 


Citizens Utilities Co., Greenwich, Conn. 
(3/26-28) 


March 6 filed $4,500,000 of first mortgage and collateral 
trust bonds, 342% series, due 1972. Underwriter—Lee 
Higginson Corp., New York. Price — By amendment. 
Proceeds—Company will use $4,200,000 of the proceeds 
to pay off bank loan notes and add the remainder to 
general funds. 


Cleveland (0.) Electric IMuminating Co. 


Feb. 21, filed 1,847,908 shares (no par) common. 
Offering—All of the shares are owned by The North 
American Co., which is offering 1,714,524 shares to 
common stockholders of North American of record 
March 19 at $15 per share to the extent of one Cleve- 
land for every five North American shares held. 
Rights expire May 27. The remaining 133,383 shares 
are to be sold, probably through competitive sale 
Probable bidders include Dillon, Read & Co. Inc.; The 
First Boston Corp.; White, Weld & Co. and Shields 
& Co. (jointly); Kuhn, Loeb & Co. and W. C. Langley 
& Co. (jointly); Otis & Co.; Blyth & Co., Inc.; Smith, 
Barney & Co.. Proceeds—For prepayment of bank 
loan notes of North American. 


Clinton Machine Co., Clinton, Mich. 
Feb. 17 (letter of notification) 10,000 shares ($1 par) 
stock on behalf of Donald D. Thomas, President of the 


company. Price—$6 a share. Underwriter—Smith, 
—— & Co., Detroit. Proceeds go to the selling stock- 
older. 


Clinton Machine Co. 


Feb. 24 (letter of notification) 6,500 shares of common 
stock (par $1) on behalf of selling stockholders. Under- 
writers—F. H. Koller & Co. Price—$6 a share. 


Columbia Machi & , ie 
eee nate 


Feb. 24 (letter of notification) 24,000 shares of common 
on behalf of James C. Hart. Price—At market. To be 
sold through Jackson & Co. and Flannery & Co., both of 


Youngstown, Ohio. Proceeds go to the selling stock- 
holder. x 


@ Community Frosted Foods Co., Philadelphia 
(3/29) 


March 14 (letter of notification) 25,000 shares: of class 
A common stock (par 10¢). Price=$5 per share: Under- 
writing, none. Additional working capital. Mrederick 
Peirce & Co., Philadelphia has guaranteed the payment 


of semi-annual dividends of 121 cents each in Qct., 1947 
and April 1948. , 


Connecticut Light & Power Co., Hartford, Conn. 
Feb. 28 filed 164,018 shares (no par) common. Under- 
writing—None. Offering—Shares will be offered to com- 
mon stockholders in the ratio of one share for each 


seven shares held. Price—$50 a share. Proceeds—For 
construction program. 


Continental Car-na-var Corp. (3/25) 
Nov. 4 (letter of notification) 132,500 shares ($1 Par) 
common and 35,000 warrants for purchase of common 
one year after present public offering. Price—$2 a com. 
mon share, one cent a warrant. Underwriter—L. p. 
Sherman & Co., New York. For working capital. 


Corning Glass Works, Corning, N. Y. (3/27) 


March 6 filed 50,000 shares ($100 par) 342% cumula- 
tive preferred stock, series 1947. Underwriting—Har- 
riman Ripley & Co. and Lazard Freres & Co., both of 
New York. Price—By amendment. Preceeds—For ex- 
pansion program including erection of new plant at 
Muskogee, Okla., for about $1,800,000. 


Crawford Clothes, Inc., L. I. City, N. Y. 


Aug. 9 filed 300,000 shares ($5 par) common stock. 
Underwriters—First Boston Corp., New York. Price by 
amendment. Proceeds—Go to Joseph Levy, President, 
selling stockholders, Offering date indefinite. 


Crown Capital Corp., Wilmington, Del. 


Jan. 22 filed 250,000 shares ($1 par) class A common. 
Underwriter—Hodson & Co. Inc., New York, will act as 
selling agent. Price—$4.25 per share. Proceeds—Net pro- 
ceeds will be used as capital for company’s subsidiaries 
engaged in the small loan or personal finance business. 


Cyprus Mines, Ltd., Montreal, Canada 


May 31 filed 500,000 shares of common stock (par $1), 
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer- 
ing—Shares will be offered to the public at 75 cents a 
share. Proceeds—Net proceeds, estimated at $300,000, 
will be used for mining operations. 


@ Davis-Rosenbium Corp., Nashville, Tenn. 
(3/26-28) 

March 11 (letter of notification) 50,000 shares ($1 par) 

common. Price—$4 a share. Underwriter—E. F. Gilles- 

pie & Co. Inc., New York. For reduction of bank loans. 


Delaware Power & Light Co., Wilmington, Del. 


Feb. 21, filed 50,000 shares ($100 par) cumulative pre- 
ferred. Underwriter—To be determined by competitive 
bidding. Probable bidders include Lehman Brothers; 
The First Boston Corp., and Blyth & Co., Inc. (jointly); 
Shields & Co., and White, Weld & Co. (jointly); Morgan 
Stanley & Co.; W. C. Langley & Co. Price—To be deter- 
mined by competitive bidding. Preceeds—To be added 
to cash funds and will be used, among other things, to 
finance construction. Bids Invited—Bids for -the pur- 
chase of the stock will be received up to 12 Noon (EST), 
March 24, at 600 Market St., Wilmington, Del. 


Detroit Typesetting Co., Detroit, Mich. 


Sept. 25 filed 70,920 shares ($1 par) common. Under- 
writer — C. G. McDonald & Co., Detroit. Price — $5.50 
a share. Proceeds — Stock is being sold by six share- 
holders who will receive proceeds. 

Boston. For working capital. 


Doman Frasier Helicopters, Inc., N. Y. (3/27) 


March 3 (letter of notification) 30,000 shares of common 
stock (par $1). Underwriter—John Nickerson & Co., Inc., 
New York. Price—$1.25 per share. Proceeds for con- 
struction and development of helicopters and other cor- 
porate purposes. 


@ Douglas Oil Co. of California, Clearwater, Calif. 


March 13 (letter of notification) 11,500 shares ($25 par) 
5% % cumulative convertible first preferred. To be of- 
fered at a maximum of $26 a share. Underwriters — 
Pacific Co. of California, Cruttenden & Co., Pacific 
Capital Corp., all of Los Angeles; Brush Slocumb & Co., 
San Francisco; and Adele W. Parker, Clearwater. To 
purchase 493 shares of capital stock of G. H. Cherry, 
Inc. out of a total of 625 such shares presently outstand- 
ing. 

@® Duraloy Co., Scottdale, Pa. 


March 12 (letter of notification) 25,000 shares ($1 par) 
common on. behalf of the issuer, 12,500 shares ($1 par) 
common for the account of Thomas R. Heyward, Jr., 
and 12,500 shares ($1 par) common for the account of 
Mrs. Thomas R. Hayward, Jr. Price—At market (ap- 
proximately $3.25 per share). Underwriter—Johnson 
& Johson, Pittsburgh, Pa., and The First Cleveland 
Corp., Cleveland. The company will use its proceeds 
for working capital. 


@ Ebaloy, Inc., Rockford, Hi. 
March 12 (letter of notification) $125,000 of 10-year 
2%.% subordinated debentures, due 1957. Price—$25 a 


unit. No underwriting. To retire current liabilities and 
for working capital. 


@ Echo Bay Lead-Silver Mines, Inc., Coeur 
d’Alene, Ida. 
March 12 (letter of notification) 300,000 shares. Price— 


10 cents a share. No underwriting. For exploitation of 
ore body. 


Edelbrew Brewery, tInc., Brooklyn, N. Y. 
Dec. 31 filed 5,000 shares ($100 par) 5% non-cumulative 
preferred. Underwriters—None. Offering—To be offered 
at par to customers, officers and employees of the com- 
pany. Proceeds — For corporated purposes including 
modernization and improvement of the manufacturing 
plant and machinery and equipment. 


@ Elkhorn-Beaverhead Mines Co., Baltimore, Md. 
March 12 (letter. of notification) $250,000 first mort- 
gage 10-year 5% bonds, and 250,000 shares (10. cents par) 
common. Price—$550 per unit consisting of $500 bond 
No underwriting. For mine 


and 500 shares of common. 
development. 
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Empire Millwork Corp., New York (3/21) 


March 13 (by amendment), 125,000 shares of common 
stock (par $1) and warrants for 30,000 to be sold at 10c. 
per warrant. Underwriters—Van Alstyne, Noel & Co. 
Offering price of common, $8.75 per share. 


Emsco Derrick & Equipment Co., Los Angeles 
March 3 filed 10,000 shares ($100 par) 4% cumulative 
preferred, which are convertible into common stock. 
Underwriting — None. Offering —Company will offer 
9,831 shares of the preferred for subscription to common 
stockholders at $100 a share in the ratio of one pre- 
ferred share for each 38 shares of common held. Sub- 
scription period will expire April 30. The remaining 169 
shares, and any unsubscribed shares, will be offered to 
persons yet to be determined. Price—$100 a share. 
Proceeds—Proceeds are to be applied to reduce an out- 
standing bank loan and to finance capital improvements 
and additions to its plants. 


Equipment Finance Corp., Chicago 


Feb. 28 filed 8,025 shares ($100 par) 4% cumulative pre- 
ferred, series 2, and 25,070 shares ($10 par) common. 
Underwriting — None. Offering—Company anticipates 
that the entire offering will be sold to its employees 
and officers.. Price—Par. Proceeds—Estimated proceeds 
of $1,045,000 will he applied to working capital. Business 
—Finance business. 


Federal Electric Products Co., Newark, N. J. 


Feb. 26, filed 150,000 shares ($1 par) common class A. 
Underwriter—E. F. Gillespie & Co., Inc., New York. 
Price--$7.25 a share. The registration ‘states princi- 
pal stockholder has granted the underwriters an option 
to purchase 45,000 shares of class B ($1 par) common 
at $7.25 a share, exercisable for a period of three years. 
Proceeds—Proceeds of approximately $870,000, together 
with $755,000 of other bonds, will be used to repay the 
balance of $34,000 of a property mortgage, to pay off 
loans in the amount of $1,295,000 to Bankers Commer- 
cial Corp., New York, and for additional working capital. 


Films Inc., New York 


June 25, filed 100,060 shares ($5 par) class A stock and 
300,000 shares (10 cent par) common stock, ef which 
200,000 shares reserved for conversion of class A. Each 
share of class A stock is initially convertible into 2 
shares of common stock. Underwriters—Herrick, Wad- 
dell & Co., Inc., New York. Offering—To be offered 
publicly at $8.10 a unit consisting of one share of class A 
stock and one share of common stock. Proceeds—$201,- 
000 for retirement of 2,010 shares ($100 par) preferred 
stock at $100 a share; remaining proceeds, together with 
other funds, will be used for production of educational 


Foreman Fabrics Corp., New York 


July 29 filed 110,000 shares ($1 par) common stock, all 
outstanding. Underwriters—Cohu & Torrey. Price by 
amendment. Issue may be withdrawn. 


® Founders Mutual Fund, Denver, Colo. 


March 14 filed 1,000 systematic payment plan certif- 
icates, 250 full-paid accumulative pian certificates, 200 
full-paid income plan certificates, 150,000 beneficial 
interests in founders mutual fund for systematic 
payment plan certificates, 50,000 beneficial interests in 
founders mutual fund for accumulative plan certif- 
icates, 40,600 beneficial interests in founders mutual 
fund for income plan certificates. Underwriter—Found- 
ers Mutual Depositor Corp., Denver, is the distributor. 
Offering Price—Based on market. Proceeds—For in- 
vestment. Business—Investment business. 


Fresh Dry Foods, Inc., Columbia, S. C. 

Aug. 30 filed 450,000 shares (10¢ par) common. Under- 
writer—Newkirk & Banks, Inc. Offering—Of the total 
company is selling 350,000 shares and two stockholders, 
Roland E. Fulmer and Louis H. Newkirk, Jr., are selling 
the remaining 100,000 shares. Price—$6 a share. Proceeds 
—For purchase of sweet potatoes, plant expansion, addi- 
tional storage facilities, research and development work 
and working capital. 


® Gardner-Denver Co., Quincy, Ul. (4/3-10) 


March 13 filed 25,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—A. G. Becker & Co. Inc., 
Chicago. Price—By amendment. Proceeds—Of the net 
proceeds, $1,000,000 will be used to pay the company’s 
1%% notes, due April to June. The balance will be 
used as working capital. Business—Manufacture of rock 
drills, air tools, portable air compressors and duplex 
steam and power pumps. 


® Georgia Hardwood Lumber Co., Augusta, Ga. 
March 14 filed 100,000 shares ($1 par) common. Under- 
writers—Revnolds & Co., New York, and Equitable Se- 
curities Corp., Nashville, Tenn. Price—$8.20 a share. 
Proceeds—To obtain long-term cutting contracts on large 
tracts of timber, to construct additional manufacturing 
units and for other expansion purposes. Business— 
Manufacture of lumber and wood products. 


Glen Industries iInc., Milwaukee, Wis. 


' July 31 filed 50,000 shares of $1.25 cumulative converti- 
‘ble preferred stock series A ($20 par) and 150,000 shares 


(10c par) common, all issued and outstanding and being 
sold by eight selling stockholders. Underwriters—Van 
Alstyne Noel & Co. Price by amendment. Proceeds— 
To selling stockholders. Offering temporarily postponed. 


® Glen Realty Co., Inc., Seattle, Wash. 


March 7 (letter of notification) 640 shares of common 
and 1,280 shares of class A preferred. Price—$100 per 


‘common: Underwriters—Kalman & Co., Inc., 


unit consisting of one share of common and two shares 
of preferred. No underwriting. For improvement of 
country club. 


Glencair Mining Co. Ltd., Toronto, Can. 
Oct. 2 filed 300,000 shares ($1 par) stock. Underwriter— 
Mark Daniels & Co., Toronto. Price—40 cents a share 
(Canadian Funds). Proceeds—For mine development. 


Glensder Textile Corp., New York 


Aug. 28 filed 355,000 shares ($1 par) common, of which 
55,000 shares are reserved for issuance upon the exer- 
Cise of stock purchase warrants. Underwriter — Van 
Alstyne, Noel & Co. Offering—The 300,000 shares are 
issued and outstanding and being sold for the noccount 
of certain stockholders. Company has also issued 55,000 
stock purchase warrants to the selling stockholders at 
10 cents a share entitling them to purchase up to Aug. 1, 
1949, common stock of the company at $11 a share. Price 
by amendment. Offering temporarily postponed. 


® Gold Back Consolidated Mines Inc., Murray, ida. 
March 12 (letter of notification) 2,000,000 shares of com- 
mon. Price—10 cents a share. To be sold through offi- 
cers of .the company. For mine prospecting. 


Goldfield (Nev.) Deep Mines Co. of Nevada 
March 7 (letter of notification) 1,200,000 shares (5¢ par) 
common. Price — 12 cents a share. Underwriters — 
Boettcher & Co., Denver, and Morgan & Co., Los An- 
geles. For exploration and mine development. 


Griggs, Cooper & Co., St. Paul, Minn. 
Sept. 3 (letter of notification) 12,000 shares ($1 par) 
t. Paul. 
Price—$25 a share. Proceeds — For improvement and 


modernization program, Offering indefinitely postponed, 


Grolier Society, Inc., New York 


July 29 filed 18,500 shares at $4.25 cumulative preferred 
stock ($100 par), with non-detachable common stock 
purchase warrants entitling registered holders of shares 
of the $4.25 preferred to purchase at any time 64,750 
shares of common stock at $16 a share at the ratio of 3% 
common shares for each preferred share held; and 120,- 
000 shates of $1 par common stock. Underwriters—H. 
M. Byilésby and Co., Inc. withdrew as underwriters. 
Offering—Underwriters to purchase from the company 
18,500 shares of preferred and 20,000 shares of common; 
and from Fred P. Murphy and J. C. Graham, Jr., 100,000 
shares of issued and outstanding common. Prices, prefer- 
red $100 a share; common $14 a share. Proceeds—To 
retire $6 cumulative preferred, pay notes, discharge a 
loan. Idenfinitely postponed. 


Gulf States Utilities Co., Baton Rouge, La. 
Jan. 20 filed 1,909,968 shares (no par) common. Under- 
writer—None. Offering—The shares will be offered for 
subscription to common stockholders of Gulf States’ 
parent, Engineers Public Service Co., New York. The 
subscription basis will be one share of Gulf States stock 
for each share of Engineers common held. Price—$11.50 
a share. Proceeds—Purpose of offering is to carry out 
a provision of dissolution plan of Engineers approved by 
the Commission. 


Hammond Instrument Co., Chicago 

Aug. 8 filed 80,000 shares ($1 par) common, Under- 
writer: Paul H. Davies & Co., Chicago. Price by amend- 
ment. Proceeds—Net proceeds will be used to redeem 
its outstanding 6% cumulative preferred stock at an 
estimated cost of $213,258, exclusive of accrued divi- 
dends. It also will use approximately $402,000 toward 
the purchase of a manufacturing plant in Chicago; bal- 
ance for working capital. Offering date indefinite. 


Hartfield Stores, Inc., Los Angeles 

June 27 filed 100,000 shares ($1 par) common stock. 
Underwriters—Van Alstyne, Noel & Co., New York, and 
Johnston, Lemon & Co., Washington, D. C. Offering— 
To be offered to the public at $8 a share. Preceeds— 
Company is selling 60,000 shares and stockholders are 
selling 40,000 shares. The company will use its proceeds 
to pay the costs of opening additional stores and to ex- 
pand merchandise in its existing stores. Offering tem- 
porarily postponed. 


Health Institute, Inc., Hot Springs, N. Mex. 
Dec. 16 filed 50,000 shares ($10 par) 542% cumulative 
prior preferred and 40,000 shares ($10 par) common. 
Underwriting—None. Offering—All preferred and com- 
mon will be offered publicly. Price—$10.15 a pre- 
ferred share and $10 a common share. Proceeds—Pro- 
ceeds will be used to build and equip hotel and health 
facilities and to acquire a mineral water supply. 


®@ Helicopter Air Transport, Inc., Camden, N. J. 

March 14 filed 270,000 shares of capital stock. Under- 
writer—Strauss Bros., Inc., New York. Price—$3.50 a 
share. Proceeds—Net proceeds will be used to pay 
obligations, purchase helicopters and equipment and for 
working capital. Business—Helicopter transportation. 


Hemisphere Trading Co., Inc., New Orleans 
March 6 (letter of notification) 15,000 shares ($10 par) 
common. Price—$11 a share. Underwriters—R. S. Hecht 
& Co.; Howard, Labouisse, Friedrichs & Co.; D’Antoni & 
Co. and Kohlmeyer, Newburger & Co., New Orleans. 
Proceeds for working capital. 


Hy-Grade Supply Co., Oklahoma City 
Dec. 3 (Jeter of notification) 54,350 shares of cum. conv. 
preferred and 50,000 common stock purchase warrants. 
Price—$5.50 a preferred share and 2 cents a warrant. 


Underwriter—Amos Treat & Co., New York. It is ex- 


— that a full registration will be filed later with the 


illinols Power Co., Decatur, Ill. 


June 17, filed 200,000 shares ($50 par) cumulative pre- 
ferred stock and 966,870 shares (no par) common stock. 
Underwriters—By competitive bidding. Probable bid- 
ders include Blyth & Co., Inc.; The First Boston Corp.; 
W. E. Hutton & Co. Proceeds—Net proceeds from the 
sale of preferred will be used to reimburse the com- 
pany’s treasury for construction expenditures. Net pro- 
ceeds from the sale of common will be applied for re- 
demption of 5% cumulative convertible preferred stock 
not converted into common prior to the redemption 
date. The balance will be added to treasury funds. 
Company has asked the SEC to defer action on its fi- 
mancing program because of present market conditions, 


International Dress Co., Inc., New York 
Aug. 28 filed 140,000 shares of common stock (par $1). 
Underwriter—Otis & Co. Offering—Price $10 per share. 
Proceeds—Selling stockholders will receive proceeds. 
Offering date indefinite. 


lowa-lilinois Gas & Electric Co. 


Feb. 15 filed $22,000,000 of first mortgage bonds due 1977. 
Underwriter—To be determined by competitive bidding. 
Probable bidders include Halsey, Stuart & Co. Inc.; The 
First Boston Corp.; Glore, Forgan & Co.; Blyth & Co., 
Inc.; Harriman Ripley & Co.; Harris, Hall & Co. (Inc.). 
Proceeds—Part of the proceeds will be used to pay mort- 
gage debt of $10,578,000 and balance will be added to 
general funds. 


Jahn & Ollier Engraving Co. (3/24) 


Feb. 26, filed 102,000 shares ($1 par) common. Under- 
writer—Sills, Minton & Co., Inc., Chicago. Price—By 
amendment. Proceeds—The shares, which constitute ap- 
proximately 48.5% of company’s outstanding common 
stock, are being sold to stockholders. Business—Pre- 
paring printing plates on copper and zinc by photo- 
mechanical and hand-engraving operations. 


@® Kansas Oxygen Co., Inc., Hutchinson, Kans. 
March 10 (letter of notification) 10,000 shares ($10 par) 
common, Price—$10 a share. No underwriting. For 
working capital. 


Kingan & Co., Inc., Indianapolis, Ind. 
Jan. 24 filed 6,564 shares ($100 par) 4% cumulative pre- 
ferred and 174,625 shares ($10 par) common. Under- 
writer by amendment. Price by amendment. Proceeds 
—All of the securities are being offered by stockholders 
who will receive proceeds. 


Latin American Airways Inc., New York (3/24))| 


March 7 (letter of notification) 21,250 shares ($1 par) 
common, on behalf of Henry E. Rohlsen, Bronx, N. Y. 
Price—$2.50 a share. No underwriting. Proceeds go to 
the selling stockholder. 


Maine Public Service Co., Preque Isie, Me. 
June 25 filed 150,000 shares ($10 par) capital stock. 
Underwriters—To be determined through competitive 
bidding. Probable bidders include The First Boston 
Corp.; Harriman Ripley & Co.; Coffin & Burr and 
Merrill Lynch, Pierce, Fenner & Beane. Proceeds—Shares 
are being sold by Consolidated Electric and Gas Co, 
(parent), in compliance with geographic integration pro- 
visions of the Public Utility Holding Company Act. 


Maguire Industries, Inc., New York (3/29) 


March 7 (letter of notification) 300,000 shares of com- 
mon stock (par $1). Underwriting, none. Price—$1 per 
share. Stock will be offered for subscription to stock- 
holders of record March 29 in ratio of 1 new share for 
each 3 shares held. Rights expire 3 p.m. (EST) April 
21. Subscriptions payable at Registrar & Transfer Co., 
2 Rector St., New York. Proceeds for working capital. 


@® Massachusetts Investors Trust, Boston 


March 19 filed 696,178 shares of beneficial interest. 
Underwriter—Vance, Sanders & Co. Boston. Price— 
Based on market. Proceeds—For investment. Business— 
Investment business. 


Mays (J. W.) Inc., Brooklyn, N. Y. 

Feb. 28 filed 150,000 shares ($1 par) common. Under- 
writer—Burr & Co., Inc., New York. Price by amend- 
ment. Proceeds—Of the total, 100,000 shares are being 
sold by seven stockholders. The remaining 50,000 shares 
are being sold by the company, which will use its pro- 
ceeds for general corporate purposes. Business—Opera- 
tion of department store. 


®@ Melin Tool Co., Inc., Grand Rapids, Mich. 
March 12 (letter of notification) 14,460 shares ($2 par) 
common. Price—$2 a share. No underwriting. To pure 
chase new plant at Cleveland and for working capital. 


Michigan Consolidated Gas Co., Detroit 


March 7 filed $6,000,000 first mortgage bonds, due 1969. 
Underwriting—To be determined by competitive bid- 
ding. Probable bidders—Dillon, Reed & Co., Inc.; Hal- 
sey, Stuart & Co. Inc.; The First Boston Corp.; Harris, 
Hall & Co. (Inc.). Price—To be be determined by com- 
petitive bidding. Proceeds — Net proceeds, se «Sc 
with funds to be received from the sale of additiona 
common shares to Michigan’s parent, American Light & 
Traction Co., will be used to finance its property con- 
struction and equipment program and to reimburse 
its treasury for» previous construction, expenditures, 


(Continued on page 1560) 
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(Continued from page 1559) 


Michigan Gas & Elec. Co., Ashland, Wis. 


June 24 filed $3,500,000 of series A first mortgage bonds, 
due 1976; 14,0u0 shares ($1U0 par) cumulative preferrea 
stock and 120,000 shares ($10 par) common stock. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kidder, Pea- 
body & Co.: The First Boston Corp.; Harris, Hall & Co. 
(Inc.); Merrill Lynch, Pierce, Fenner & Beane; Halsey, 
Stuart & Co.. Inc. (bonds only). Offering—New pre- 
preferred will be offered on a share for share exchange 
basis to holders of its outstanding 7% prior lien, $6 no- 
par prior lien, 6% preferred and $6 (no par) preferred. 
Of the common stock being registered, company is 
selling 40,000 shares, Middle West is selling 57,226 
Shares and Halsey, Stuart & Co., Inc., New York, is 
selling 22,774 shares. Proceeds—Michigan will use net 
proceeds from bonds to redeem $3,500,000 334% series A 
first mortgage bonds, due 1972, at 106.75 and interest. 
Net proceeds from sale of common and from shares of 
new preferred not issued in exchange will be used to 
redeem $375,000 342% serial debentures, due 1951, at 
101.2 and interest. It also will redeem at 105 and ac- 


crued dividends all unexchanged shares of prior lien and 
preferred stocks. 


@ Mines Operating, Inc., Seattle, Wash. 


March 11 (letter of notification) 1,000,000 shares of 
common. Price—12'cents a share. Underwriters— Jesse 
R. Foster and Carl W. Harrell, both of Seattle, and offi- 


’ cers and directors of the company. For payment of debt 


and for mine development. 


® Mokhanna Hudson Corp., Esperance, N. Y. 
(3/25) 

March 19 (letter of notification) 8,000 shares of $1 cumu- 

lative preferred stock. Price—$26.50 per share. No un- 

derwriters named but will notify SEC if engaged. For 


acquiring larger production and warehouse space, work- 
ing capital, etc. 


Motors Securities Co., Inc., Shreveport, La. 
Feb. 19 filed $5,000,000 collateral trust notes. Underwrit- 
ing—No underwriting. Price—$97.65 a unit. Proceeds— 
For purchase of automobile time sales paper which is 
its principal business as a finance company. 


Murphy (G. C.) Co., McKeesport, Pa. 
June 13 filed 250,000 shares of common stock (par $1). 
Underwriter—Smith, Barney & Co. Price by amend- 
ment. Proceeds—Redemption of outstanding 4%% pre- 


ferred stock at $109 a share plus dividends. Indefinitely 
postponed. 


® Mutual Plywood Corp., Oaxland, Calif. 

March 11 filed 7,000 shares of 6% cumulative preferred 
stock (par $100) and 10,000 shares of common stock 
(par $100). Underwriting none. Price—Preferred $100; 
common $100. Offering — Securities will be offered 
mainly to employees. Proceeds — For construction of 
plant, purchase of machinery, etc. Business—Manufac- 
turer of fir and redwood piywood. 


® National Package Drugs, Inc., St. Louis, Mo. 


March 11 (letter of notification) 9,000 shares ($10 par) 
6% cumulative preferred, and 2,000 shares (no par) 


common. Price—$10 a preferred share and $15 a com- 
mon share. No underwriting. For additional working 
capital. 


@ Nesbett Fund Inc., New York 


March 12 filed 300,000 shares ($1 par) capital stock. 
Underwriter—John G. Nesbett & Co., New York. Price 
—— Based on market. Proceeds — For investment. The 
company estimates an aggregate offering price of $2.,- 
952,000 based on $9.84 a share which would have been 


the proposed offering price on Feb. 28. Business—In- 
vestment business. 


® Nevada Wholesale Meat Co., Henderson, Nev. 


March 13 (letter of notification) $200,000 ($100 par) 
preferred stock and $50,000 ($5 par) common. Each to be 
sold at par. No underwriting. For operation of business. 


Newburgh Steel Co., Inc., Detroit 
Aug. 2 filed 30,000 shares of 6% cumulative convertible 
preferred stock (par $10), and 30,000 common shares 
($1 par). Underwriter—Charles E. Bailey & Co., De- 
troit. Shares are issued and outstanding and are being 
sold by Maurice Cohen and Samuel Friedman, President 
and Secretary-Treasurer, respectively, each selling 
15,000 shares of preferred and 15,000 shares of common. 


Price—$10 a share for the preferred and $6 a share for 
the common. 


New Engiand Gas & Electric Ass’n (3/31) 
Feb. 28 filed $22,425,000 20-year collateral trust sinking 
fund bonds, series A, due 1967; 77,625 shares ($100 par) 
cumulative convertible preferred and 479.235 shares ($8 
par) common. Underwriters—Bonds will be sold at com- 
petitive bidding. Probable bidders include The First 
Boston Corn. ; Halsey, Stuart & Co. Inc.; White, Weld & 
Co., and Kidder, Peabody & Co. (jointly). Bids—Com- 
pany intends to ask for bids for the bonds to be opened 
March 31. Common and preferred exempted from com- 
petitive bidding. The First Boston Corp. has been se- 
lected by the trustees as underwriter of the preferred 
and common stock. Holders of existing $5.50 preferred 
stock of record March 24 will have the right to subscribe 
to the new common at $9 per share in the ratio of 5 ¢om- 
mon for each $5.50 pref. held. Subscription rights will 
noe eo brat ~~“ 15. Proceeds—Financing is part of 

on pla i i i 
of $34,098 500 plan to retire outstanding “indebtedness 


® Northern Natural Gas Co., Omaha, Neb. 


March 13 filed $10,000,000 of serial debentures, due 1956 
to 1967. Underwriters—To be determined by compet- 
itive bidding. Probable bidders include Dillon, Read 
& Co. Inc.; Blyth & Co., Inc. Price—To be determined 
by competitive bidding. Proceeds—Net proceeds will 
be used to construct additional property and facilities. 
Business—Public utility. 


Nugent’s National Stores, Inc., New York 

June 21 filed 85,000 shares ($1 par) common stock 
Underwriters—Newburger & Hano, and Gearhart & Co. 
Inc. Price, $6.75 a share. Proceeds — Net proceeds to 
the company from 62,000 shares, estimated at $350,200, 
will be applied as follows: About $111,300 for retirement 
of outstanding preferred stock; $41,649 to purchase 100% 
of the stock of two affiliates, and balance $197,000 for 
other corporate purposes. The proceeds from the other 
3,000 shares will go to selling stockholders. Offering 
temporarily postponed. 


Oglethorpe Fund, Inc., Savannah, Ga. 


March 10 filed 200,000 shares of common. Underwriter— 
Southern Securities Corp. Price—Based on market. Pro- 
ceeds—For investment. 


Pacific Power & Light Co., Portiand, Ore. 
July 10 filed 100,000 shares ($100 par) 5% preferred. 
Offering—Company proposes to exchange the new pre- 
ferred share-for-share for the outstanding $6 and 6% 
preferreds and share-for-share plus $5 per share in cash 
for 7% preferred of the Pacific Power & Light Co. and 


Northwestern Electric Co. upon merger into Pacific 
Power & Light Co. 


Pal Blade Co., Inc., New York 


June 28, 1946 filed 227,500 shares ($1 par) capital stock 
Underwriters — F. Eberstadt & Co., Inc. Offering — 
225,000 shares are outstanding and are being sold by 1€ 
stockholders, and 2,500 shares are being sold by A. L 


Marlman to all salaried employees. Issue may be with- 
drawn. 


Paimetto Fibre Corp., Washington, D. C. 


August 16 filed 4,000,000 shares (10¢ par) preference 
stock. Price—50 cents a share. Proceeds—The com- 
pany will use estimated net proceeds of $1,473,000 for 
purchase of a new factory near Punta Gorda, Fla., at 
a cost of about $951,928. It will set aside $150,000 for 
research and development purposes and the balance will 


be used as operating capital. Underwriter—Tellier & 
Co. withdrew as underwriters. 


® Paris (Tex.) Industrial Foundation, Inc. 


March 12 (letter of notification) 4,000 shares ($25 par) 
capital stock. Price—$25 a share. No underwriting. To 
establish industrial enterprises in area of Paris, Texas. 


Peninsular Oil Corp., Ltd., Montreal, Canada 
Sept. 3 filed 600,000 shares of common (par $1). Under- 
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price— 
60 cents a share. Proceeds—Net proceeds will be used to 
purchase drilling machinery and other equipment 


Petroleum Heat & Power Co., Stamford, Conn. 
Dec. 30 filed 912,464 shares ($2 par) common. Under- 
writers—None. Offering—Shares will be offered in ex- 
change for entire outstanding capital stock of Taylor Re- 
fining Co., consisting of 8,946 shares (no par) common 
with an underlying book value of $2,458,224 as of last 
Sept. 30. At a meeting of stockholders, Dec. 23 company 
authorized an increase in common stock from 1,000,000 
to 2,000,000 shares and also authorized the issuance of the 
present offering in exchange for the Taylor stock. Ap- 
proximately 70.9% of the common stock is held under 
a voting trust agreement of Aug. 15, 1945, which it is 


expected will be terminated upon the acquisition of the 
Taylor stock. 


Pharis Tire & Rubber Co., Newark, O. 
Sept. 27 filed 100,000 shares ($20 par) cumulative con- 
vertible preferred. Underwriter—Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a 
share. Proceeds—For payment of loans and to replace 
working capital expended in purchase of building from 
RFC and to complete construction of a building. 


Pig’n Whistle Corp., San Francisco 


Dec. 26 filed 50,000 shares (par $7.50) cumulative con- 
vertible prior preferred $2 dividend stock. Underwriter 
—G. Brashears & Co., Los Angeles. Price by amend- 
ment. Proceeds—23,481 shares are being issued by com- 
pany and proceeds will be used in connection with recent 
purchase of four Chi Chi restaurants and cocktail 
lounges in Long Beach, Riverside, Palm Springs and San 
Diego and for working capital. 


Plymouth Rubber Co., Inc. (3/27-30) 


Feb. 28 filed 300,000 shares ($2 par) common, to be 
offered by selling stockholders, and an additional 12,500 
shares of outstanding common expected to be offered 
by two selling stockholders by April 30. Underwriters— 
F. Eberstadt & Co., Inc., and E. W. Clucas & Co., of New 


York. Price by amendment. Proceeds—Go to selling 
stockholders. 


Porcupine Club, Ltd., Nassau, Bahama Islands 
Feb. 27 filed $125,000 5% first mortgage sinking fund 
bonds, due 1971. Underwriting—None. Offering—Of the 
total, $87,500 will be issued in: exchange. for -ar equal 
amount of outstanding 5% notes. Thé remaining $37,500 
of bonds will be offered to club members. Price—The 
bonds will be issued in denominations of $1,000 and $500 
for sale at their face amount. Proceeds—For repayment 
of bank loan and other corporate purposes. 


—— 


Puritan Fund, Inc., Boston, Mass. 


Feb. 3 filed 300,000 shares of capital stock (par $1), 
Underwriters—Paul H. Davis & Co. and The Crosby 
Corp. Price at market. The fund is registered under 
the Investment Company Act of 1940 as an open-eng 
diversified investment company of the management 
type. Proceeds—For investment. 


Quebec Gold Rocks Exploration Ltd., Montrea) 


Nov. 13 filed 100,000 shares (50¢ par) capital stock, 
Underwriter—Robert B. Soden, Montreal, director of 
company. Price—50¢ a share. Proceeds—For explora- 
tion and development of mining property. 


@ Red Rock Cola Bottling Co. of Conn., Hartford, 
Conn. 


March 13 (letter of notification) 32,000 shares ($5 par) 
5% cumulative convertible preferred and 64,000 shares 
(10¢ par) common. Price—$5.20 a unit consisting of one 
share of preferred and 2 shares of common. Underwriter 
—James E. Scott & Co., New York. For equipment, 
plant additions and working capital. 


Refrigerated Cargoes, Inc., New York 


Feb. 3 filed 25,000 shares ($100 par) 6% cumulative pre- 
ferred and 25,000 shares (no par) common. Underwriter 
—John Martin Rolph, Vice-President and director of 
company. Price—The stocks will be sold at $105 per 
unit consisting of one share of preferred and one share 


of common. Proceeds—To be used in organization of 
business. 


Remco Food Products, Inc., New York 


March 4 (letter of notification) 150,000 shares of Class 
A stock (par $1). Price—$2 per share. Underwriting, 
none. To be sold through officers and directors. For 
purchase of land, construction of building, purchase 
of machinery, working capital, etc. 


Republic Pictures Corp., New York 


Registration originally filed July 31 covered 184,821 
shares of $1 cumulative convertible preferred ($10 par) 
and 277,231 shares (50c par) common stock, with Sterling, 
Grace & Co. as underwriters. Company has decided to 
issue 454,465 shares of common stock only, which will be 
offered for subscription to stockholders of record Sept. 
5 to the extent of one share for each five held. Issue will 
not be underwritten. 


Richmond Radiator Co., Richmond, Va. 


March 6 filed $1,025,000 4% 5-year serial maturity 
debentures due April 1, 1948 to 1952. Underwriting— 
None. Offering—Debentures will be offered for sub- 
scription to common stockholders in the ratio of $1 of 
such debentures for each common share held. Reynolds 
Metals Co., which holds 61.3% of the company’s out- 
standing common, has waived its right to purchase its 
pro rata share of debentures until the subscription pe- 
riod for other holders expires on April 15. Reynolds 
will have until April 21 to subscribe for the debentures 
after which they will be offered to the public. The 
debentures will be sold at face amounts of $25, $50, 
$100, $500 and $1,000. They are convertible into common 
stock up to June 30, 1947. Preceeds—Will be used to 


retire $1,025,000 of the company’s notes held by Rey- 
nolds. 


@ Rosslyn Loan Co., Inc., Arlington, Va. 

March 12 (letter of notification) 20,000 shares ($10 par) 
preferred. Price—$10 a share. Underwriter—Miller & 
Patterson, Richmond, Va. For expansion purposes. 


Sardik Food Products Corp., New York (3/25) 


March 7 (letter of notification) 30,000 shares of 50c 
cumulative preferred (no par). Price — $10 a share. 
Underwriter—George F. Breen, New York. For purchase 


of $190,000 labor-saving equipment and balance for 
working capital. 


Slick Airways, Inc., San Antonio, Tex. 


Feb. 28 filed $1,500,000 4% convertible income deben- 
tures, due 1957, and 167,781.5 shares ($10 par) common. 
Underwriting—Nene. Offering—Debentures will be of- 
fered publicly at par, and the common will be offered 
to present common stockholders at $10 a share in the 
ratio of one share for each two now held. Proceeds—For 


general corporate funds, including purchase of additional! 
cargo planes. 


Solar Manufacturing Corp. 

June 14 filed 80,000 shares of $1.12% cumulative con- 
vertible preferred stock. series A (par $20)... Under- 
writers—Van Alstyne, Noel & Co. Price by amendment. 
Proceeds—Net proceeds will be applied for the redemp- 
tion of outstanding series A convertible preferred stock 
which are not converted into common stock. Such pro- 
ceeds also will be used for additional manufacturing 
facilities in the amount of $600,000; for additional inven- 
tory amounting to $400,000, and for additional working 
capital. Offering temporarily postponed. 


Soss Manufacturing Co., Detroit, Mich. 

Sept 3 filed 40,000 shares ($25 par) 5% cumulative coD- 
vertible preferred. Underwriter—Ames, Emerich & Co. 
Inc., Chicago. Offering—To be offered to common mock- 
holders for subscription at $25 a share in the ratio © 
one preferred share for each five shares of common held 
unsubscribed shares will be sold to underwriters at same 
price. Price — Public offering price of. unsubscribed 
shares by amendment. Proceeds—For expansion of plan 
facilities and for additional working capital. Offering 
postponed. . - 
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e@ sound Recorder & Reproducer Corp. 

March 12 (letter of notification) 2,900 shares ($100 par) 
6% preferred and 9,600 shares ($1 par) common. Price— 
$101 per unit. No underwriting. For organization and 
operation of business. 


Southern Counties Gas Co. of Calif. (3/24) 


Feb. 19 filed $6,000,000 3% first mortgage bonds due 
March 1, 1977. Underwriting—To be determined by com- 
petitive bidding. Probable bidders include Halsey, Stuart 
Co., Inc.; The First Boston Corp.; Blyth & Co., Inc.; W. C. 
Langley & Co., and Glore, Forgan & Co. (jointly). Pro- 
ceeds—To reimburse treasury for expenditures made for 
capital purposes and to finance construction costs. 
Bids Invited—Bids for the purchase of the bonds will be 
received up to 9:30 a.m. (PST), March 24, at Room 934, 
310 So. Flower St., Los Angeles 14, Calif. 


Street & Smith Publications, Inc. 


July 17 filed 197,500 shares of common stock. Under- 
writers—Glore, Forgan & Co. Offering—The offering 
represents a part of the holdings of the present stock- 
holders. Indefinitely postponed. 


@ Stuyvesant Insurance Co., New York (3/24) 


March 14 (letter of notification) 25,000 shares of com- 
mon stock (par $5). Price—$10 per share. Underwriting, 
none. Stockholders of record March 24 will be given the 
right to subscribe to the stock. Rights expire April 23. 
General Phoenix Corp. which owns 96% of outstanding 
stock will exercise its preemptive rights in full by pur- 
chasing approximately 24,000 shares; also any of the 
balance not taken by other stockholders. To acquire 
additional capital funds for expanded business of the 
company. 


Swern & Co., Trenton, N. J. 


Aug. 28 filed 195,000 shares common stock (par $1). 
Underwriter—C. K. Pistell & Co., Inc. Offering—Com- 
pany is selling 45,000 shares, and eight selling stock- 
holders are disposing of the remaining 150,000 shares. 
Price—$10.50 a share. Proceeds—From 45,000 shares 
sold by company will be applied to working capital 
initially. Offering date indefinite. 


Textron Inc., Providence, R. I. 


Feb. 28 filed 300,000 shares ($25 par) 5% convertible 
preferred. Underwriters—Blair & Co., Inc., New York, 
and Maxwell, Marshall & Co., Los Angeles. Price by 
amendment. Proceeds—For payment of $3,950,000 of 
bank loan notes; purchase of two notes issued by a sub- 
sidiary, Textren Southern Inc. in the amount of. $l- 
000,000 each, and for working capital. 


Toledo (0.) Edison Co. 

Oct. 25 filed $32,000,000 first mortgage bonds, due 1976, 
and 160,000 shares of ($100 par) cumulative preferred. 
Underwriters—To be determined by competitive bidding. 
Probable bidders include The First Boston Corp.; Halsey, 
Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; and 
Smith, Barney & Co. Price to be determined by competi- 
tive bidding. Proceeds—Net proceeds together with $4,- 
500,000 bank loan and if necessary, the $5,000,000 to be 
contributed by its parent, Cities Service Co., will be used 
to redeem outstanding debt and preferred stock, involv- 
ing a payment of $53,906,590, exclusive of interest and 
dividends. 


@ United States Air Conditioning Corp., 
Minneapolis, Minn. 

March 13 (letter of notification) 75,500 shares (10¢ par) 
common. Of the total, 18,500 shares will be issued io 
Archie S. and Mae Feinberg as a part of the considera- 
tion for purchase of co-partnership business under name 
of Great National Air Conditioning Co., Dallas, Tex. The 
remaining 57,000 shares will be offered publicly at from 
$3,625 to $4,125 a share. Underwriting—George F’. Breen, 


New York. To reimburse treasury and for working 
capital. 


U. S. Television Manufacturing Corp., New York 
Nov. 4 filed 200,000 shares (par $1) z5c cumulative con- 
vertible preferred:and 230,000 shares of common (par 
50c). Price to public for preferred $5 per share. Em- 
ployees will be permitted to purchase preferred at $4.50 
per share, Of the common 30,000 shares are reserved for 
the exercise of warrants up to Jan. 15, 1950, at $3.50 per 
share and 200,000 are reserved for the conversion of the 
preferred. Underwriters—Names by amendment. Price 
$5 per share for preferred. Proceeds—For working cap- 
ital and expansion of business. 


Upper Peninsula Power Co., Houghton, Mich. 


March 6 filed $3,500,000 first mortgage bonds, due 1977; 
10,000 shares ($100 par) cumulative preferred and 180,- 
000 shares ($10 par) common. Underwriting—To be 
determined by competitive bidding. Probable bidders 
include Halsey, Stuart & Co. Inc. (bonds); Kidder, Pea- 
body & Co.; Merrill Lynch, Pierce, Fenner & Beane and 
Paine, Webber, Jackson & Curtis (jointly); Blyth & 
Co., Inc.; The First Boston Corp. Price—To be de- 
termined by competitive bidding. Proceeds—Company 
was organized Feb, 26, 1947 to acquire the capital stocks 
and assets of three Michigan operating utilities—Hough- 
ton County Electric Light Co., Copper District Power 
Co. and Iron Range Light & Power Co. The proceeds 
will be used in connection with this acquisition program. 


Utah Chemical & Carbon Co., Salt Lake City 


Dec. 20 filed $700,000 15-year convertible debentures and 
225,000 shares ($1 par) common. The statement also 
covers 105,000 shares of common reserved for conversion 
of the debentures. Underwriter—Carver & Co., Ine., 
Boston. Price—Debentures 98; common $3.75 per share. 
Proceeds—For plant construction, purchase of equip- 
ment and for working capital. 


Victory Gold Mines Ltd., Montreal, Canada 
Nov. 13 filed 400,000 shares ($1 par) capital stock. Un- 
derwriter—None as yet. Price—25 cents a share. Pro- 
ceeds—For developing mining property. Business— 
Acquiring and developing mining properties. 


Wagner Electric Corp., St. Louis, Mo. 
Feb. 27 filed 97,846 shares ($15 par) common. Under- 
writers—No underwriting. Offering—Shares will be of- 
fered for subscription to common stockholders of record 
March 20 at $30 a share in ratio of one share for each 
four shares held. Subscription warrants will expire 
April 9. Unsubscribed shares will be sold to persons 
designated by the directors. Proceeds—For general 
corporate purposes incident to expansion of business. 


Ward Baking Co., New York 


Feb. 24, filed 291,48712 shares ($1 par) common. Under- 
writer—No underwriting. Offering—The shares are the 
number reserved for exercise of stock purchase warrants 
which expire April 1, 1956. Price—$12.50 a common 
share during first four years beginning April 1, and 
$15 a share during the last five years. Payment may 
be made in cash or by tender of 542% cumulative pre- 
ferred stock. Preceeds-——Proceeds will be added to treas- 
ury funds. 


@® Weather-Seal, Inc., Barberton, O. 

March 13 (letter of notification) 20,000 shares ($50 par) 
class A common. Price—$50 a share. No underwriting. 
For expansion. 


West Coast Airlines, Inc., Seattle, Wash. 


Sept. 2 filed 245,000 shares ($1 par) common. Under- 
writer — Auchincloss, Parker & Redpath, Washington. 
D. C. Price—$7 a share. Proceeds—To repay short term 
bank loans for aircraft communication equipment part 
and shop facilities and for working capital 


Western Aero Supply Corp., San Antonio, Tex. 
March 3 (letter of notification) 7,000 shares ($5 par) 
5% preferred and 35,000 shares (50¢ par) common. 
Price—$10.50 a unit. Underwriter—Pitman & Co., San 


Antonio. For retiring bank loans and for expansion pur- 
poses. 


Western Air Lines, Inc. 


Nov. 27 filed 1,200,000 shares ($1 par) capital stock. 
Underwriter—Dillon, Read & Co. Inc. Price by amend- 
ment. Proceeds— Offering consists of an unspecified 
number of shares being sold by the company and by 
William A. Coulter, President and Director. The amounts 
being offered by each will be stated definitely by amend- 
ment and the total number of shares presently stated 
will be reduced if the offering consists of a smaller num- 
ber of shares. Company will use its proceeds estimated 
at a minimum of $6,500,000 together with a $7,500,000 
bank loan, toward payment of its promissory notes and 
to finance company’s equipment and facilities expansion 
program now undet way. 


Whites Auto Stores, Inc. 


Feb. 25, filed $1,000,000 12-year debentures, due 1959, 
and 50,000 shares ($1 par) common. Underwriters— 
First Colony Corp., New York, and Childs, Jeffries & 
Thorndike Inc., Boston. Offering—Of the total common, 
5,000 shares are reserved for offering to employees. Price 
By amendment. Proceeds—Company is selling the deben- 
tures while the common stock is being sold by the four 
officers and directors. The company will use its proceeds 
to pay bank loans, to acquire additional warehouse space 
and to provide working capital. 


Wisconsin Power & Light Co., Madison, Wis. 
May 21 filed 550,000 shares ($10 par) common stock to . 
be sold at competitive bidding. Underwriters—Bwv 
amendment. Probable bidders include Glore, Forgan & 
Co., and Harriman Ripley & Co. (jointly); The Wis- 
consin Co.; Dillon, Read & Co., Inc. Proceeds—Part 
of the shares are to be sold by Middle West Corp., 
top holding company of the System, and part by pret- 
erence stockholders of North West Utilities Co., parent 
of Wisconsin, who elect to sell such shares of Wisconsim 
common which will be distributed to them upon the 
dissolution of North West Utilities Co. 


Wisconsin Supply Corp., Madison, Wis. 


Feb. 10 (letter of notification) 400 shares ($100 par) 5% 
cumulative preferred. Price—$100 a share. Under- 
writer—Northwestern Securities Co., Madison, Wis., is 
selling agent. For partial payment of plant construc- 
tion costs and to provide working capital. 


@® Woodmont Country Club, Bethesda, Pa. 


March 12 (letter of notification) $300,000 non-interest 
bearing debentures. Price—$250 per unit. No under- 
writing. To obtain golf course property and to improve 
same. 


@ Writers’ Literary Agency, Inc., New York 
March 11 (letter of notification) 500 shares ($50 par) 
6% cumulative preferred, and 250 shares (no par) com- 


mon. Price—$50 a preferred share and $2 a common 
share. No underwriting. To pay debts and for working 
capital. 


Wyandotte Worsted Co., Waterville, Me. 
Feb. 26 filed 92,038 shares of common stock (par $5). 
Underwriter—None. Stock will be sold through regular 
market channels over the New York Stock Exchange 
at “the best prices obtainable.” Proceeds—Stock being 
sold by five stockholders. 





Prospective Security Offerings 





(NOT YET IN REGISTRATION) 


INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





(Only “prospectives” reported during the past week are 
given herewith. Items previously noted are not repeated) 





® Baltimore & Chio RR. ee 
Company will receive bids up to noon (EST) Marc ‘ 
2 Wall St. New York for the purchase of $5,650,000 
equipment trust certificates, series T, to be dated April 
1,'1947, due $565,000 each April 1, 1948-57, inclusive. 
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Probable bidders include Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler; Alex. Brown & Sons. 


@ Consolidated Gas Electric Light & Power Co. 
of Baltimore 


March 17 Company expects to make an offering of con- 
vertible debentures to its stockholers to raise part of the 
funds required for the financing of its 1947-1949 con- 
struction program. Tentative plans for the initial capital 
to be raised call for an offering to common stockholders 
in 1947 of $16,677,100 of debentures, convertible into 
common stock. An offering of the debentures on the 
basis of $100 principal amount for each seven shares 
of existing common stock is now being considered. The 
debentures would become convertible sometime in 1948 
into approximately 14% shares of common stock per $100 
of debentures. Company plans to file early in April a 
registration statement relating to the proposed offering. 


@ Detroit Edison Co. 

March 18, Prentiss M. Brown, Chairman told stock- 
holders at their annual meeting that the board of direc- 
tors soon will authorize refunding of the company’s 
$30,000,000 general and refunding mortgage 4% bonds. 


As part of the refinancing company may issue up to 
$30,000,000 of new securities to finance an expansion 
program. Definite terms have not yet been agreed upon, 
Mr. Brown said, and the new securities may comprise 
a combination of bonds and common stock or bonds and 
convertible debentures.. Probable bidders for new se- 
curities: The First Boston Corp.; Halsey, Stuart & Co. 
Inc. (bonds); Coffin & Burr; Spencer Trask & Co.; Dil- 


lon, Read & Co. Inc. 


® Interstate RR. (Va.) (3/20) ace ee 
Company will receive bids up to noon (EST) March 2 
for the iarelonnn of $2,700,000 equipment trust certifi- 
cates, series G. to be dated April 15, 1947 and due 
$180,000 each April 15, 1948-1962, inclusive. Probable 
bidders include Halsey, Stuart & Co. Inc.; Salomon Bros. 


& Hutzler. 


@ National Gas & Qil Corp. at se 

h 17, Industrial-Gas Corp., (who ly ‘owne ~ 
ee sf ietionel Gas & Electric Corp.) applied to the 
SEC for authority to sell $1,750,000 of 15-year sinking 
fund debentures. They will be underwritten by a group 


(Continued on page 1562) 
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headed by G. H. Walker & Co. An exemption from com- 
petitive bidding rule has been requested. Prior to filing 
of a registration statement, Industrial Gas will change 
its name to National Gas & Oil Corp. 


@ New York, New Haven & Hartford RR. 


March 18 road has received permission from the U. S. 
District Court at New Haven to spend $9,900,000 for new 
equipment. Petitions granted permit the company to: 
Purchase 10 steel, multip‘e unit motor passenger Cars 
and 36 trailer passenger cars for $3,600,000; purchase 
1,000 steel boxcars for $3,900,000, renew motor equipment 
on 104 cars and trailer cars at a cost of $2,400,000. Prob- 
able bidders for equipment trust certificates include Hal- 
sey, Stuart & Co. Inc.; Sa’omon Bros. & Hutzler. 


2 New York Telephone Company 

March 14 Company filed a petition with the New York 
P. S. Commission for authority to issue $125,000,000 35- 
year debenture bonds, to be dated on or about June 15, 
1947, and to be offered for sale through competitive 
bidding. The proceeds will be used to reimburse the 
company’s treasury for prior capital expenditures, to 
repay advances from the American Telephone and Tele- 
graph Co. and to pay for additions to the company’s 
facilities. Probable bidders include Morgan Stanley & 
Co.; Halsey, Stuart & Co. Inc. 


@ Pacific Power & Light Co. 


March 13 incident to proposed marger of Pacific Power 
& Light Co. and Northwestern Electric Co., Pacific as 
survivor proposes: (a) to issue and sell $29,000,000 first 


mortgage bonds, of which $26,900,000 will be sold 
through competitive bidding; $2,100,000 will’ be ex- 
changed for a like principal amount of Northwestern’s 


444% debentures due 1959, he!d by American Power & - 


Light Co.; and (b) to issue and sell at private sale $4,- 
000,000 of serial notes, which will bear an interest rate 
not expected to exceed 244% per annum, payable in 20 
equal semi-annual installments. Probable bidders for 
the first mortgage bonds include Halsey, Stuart & Co. 
Inc.; The First Boston Corp.; Glore,. Forgan & Co.; Blyth 
& Co., Inc.; Harriman Ripley & Co. 


@ Puerto Rico Water Resources Authority 


March 18 reported B. J. Van Ingen & Co. ad associates 
plan early offering in this market of $50,000,000 electric 
revenue bonds. Associated in the underwriting will be 
The First Boston Corp., Banco Popular de Puerto Rico, 
Credito y Ahorra Ponceno, and Banco de Ponce, as well 
as the government fiscal agency. Proceeds from the bor- 
rowing will be used in the amount of about $25,000,000 
for redemption of outstanding bonds, $4,000,000 for the 
funding of temporary notes issued for capital improve- 
ments, and $21,000,000 to finance further capital im- 
provements. 


Richm’d Fredericksburg & Potomac RR. (3/27) 


Company will receive bids up to 12 noon (EST) March 
27 at its office, Broad Street Station, Philadelphia. for 
the purchase of $1,995,000 negotiable notes to be dated 
April 15, 1947. 


@ Southern California Edison Co., Ltd. 


March 24 the California P. U. Commission will hold a 
public hearing on cémpany’s application for permission 


to issue two new classes of preferred stocks in connec. 
tion with its recently proposed plan for retiremen; 
through exchange or cal, of all of its presently oyt_ 
standing preferred series B 6% stock and series C 514 ~ 
stock. Terms of the exchange, conversion plan as well 
as dividend rates and exchange rights in respect to the 
proposed new preferred stocks will be submitted at the 
hearing. The Commission also has been asked for an 
order exempting. the new securities from the Commis- 
sion’s competitive bidding rule. The proposed refunding 
plan will involve the issuance of new securities totallins 
$82,671,450. Under the plan it is proposed to issue and 
exchange or sell 1,653,429 shares each of new cumulative 
preference and new convertib e preference voting stocks. 
The new stccks would be offered in exchange for the 
present series B 6% and series C 5%% preferred stocks 
on the basis of one-half share of each of the new issues 
for each share of the old preferred. Unexchanged por- 
tions of the old preferred would be called at $28.75 per 
share. Unexchanged portions of the new preferred stocks 
will be sold and proceeds used for the redemption of the 
old preferred. Details are being discussed with The First 
Boston Corp. regarding underwriting the issue. 


@ - Utica & Mohawk Cotton Mills, Inc. 


March 15 company reported that the $2,500,000 preferred 
stock. financing program abandoned prior to submission 
to stockholders Feb. 28 and that a more advantageous 
financing program is contemplated. 


Western Pacific RR. (3/26) 


Company will receive bids up to 12 noon PST March 
26 at its office 526 Mission St., San Francisco, for the 
sale of $3,834,000 conditional sale agreement certificates. 
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Tomorrow’s 


Markets | 
Walter Whyte 
Says— 

By WALTER WHYTE== 


Short postion becoming un- 
wieldy. Possibility of sharp 
rally fed by shorts now in 
the cards. 


Long ago I learned not to 
argue with the market. If I 
didn’t understand it, I just 
left it alone until I did. Ev- 
ery time I fought with the 
market, I came out poorer. 
At present the tape _ isn’t 
saying too much that could be 
of comfort to the bulls. But, 
and this is paradoxical, it is 


























bear. I don’t think this is any 
reflection of the true picture. 
That is still beclouded in a 
morass of words, charges and 
countercharges. Some of 
these spring out of Congress 
which doesn’t seem to know 
what to do, or if it does, how 
to go about it. Others arise 
out of the Greek-Turkish 
situation. Both of these sit- 
uations will have far more 
bearing on the basic trend of 
the market than all the talk 
of profits, stepped up produc- 
tion and bigger dividends. 


But to go back to the state- 
ment made above that the 
market was starting to show 
something that could prove to 
be uncomfortable for the 
bears: Here and there a few 
stocks are beginning to show 
signs of being oversold. So 
far this isn’t marked. But it 


beginning to show a little|is present in enough stocks to 


something that could be 
equally uncomfortable for the 
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point to the immediate dan- 
ger for those who have gone 
short in the past few days or 
so. 


A similar situation brought 
about the rise in commodity 
prices in the recent past. I 
don’t have to enlarge on this; 
you see evidences of it every 
day. How much or how quick 
the market will go on a short 
covering move is something 
of which I have no knowl- 
edge. But I do know, or 
rather, can estimate that a 
rally to about 178, or even 
180, would not be out of line. 
If a piece of news hits the 
street coincident with the 
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| New York Curb Exchange 
New York Cotton Exchange 
Commodity Exchange, Inc. 
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N. Y. Cotton Exchange Bldg. 
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rise, the advance could be a 
lot sharper. It could even get 
back to the mid-February 
highs, around 186. In the 
process of doing this, the mar- 
ket can find plenty of food to 
chew on. The same yarns 
about fundamentals you read 
today could take on greater 
import if the tape actually 
starts traveling. 

On a day-to-day basis, the 
quick trader is justified in 
taking some long positions 
right here. However, these 
must be taken with one foot 
in the order room. If a price 
rise doesn’t develop, or if cer- 
tain stocks, or rather enough 
stocks, get below their March 
15 lows, then the immediate 
outlook would be for lower 
prices. 

The question now arises 
what stocks to buy te take.ad- 
vantage of any possible rally. 
Under usual conditions I 
would have no hesitation in 
giving you a list of such 
stocks. Fact remains, how- 
ever, that I still have no 
faith in the trend and so can- 
not figure any specific stop 
points beyond which stocks 
should not be held. So a gen- 
eral yardstick of buying the 
leaders is recommended with 
a warning that should any of 
them violate their recent 
lows, they should be sold. 

How long this will take is 
problematical. There are some 
signs which point to the end 
of the week as the stepping 
off station. But these are neb- 
ulous. Suffice it to say that 
a rally fed by short covering 
|is now in the cards. 


More next Thursday. 





[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. Theu are presented as 
these of the author only.] © 


E. D. Baring-Gould Opens 

SANTA BARBARA, CALIF.— 
Edward Darragh Baring-Gould 
has opened offices at 19 East Can- 
no Perdido Street, to engage ‘in 
the securities business. Hé was 
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—Walter Whyte 


formerly with E. W. Axé &..Ca., 


the union has tried successfully 
or unsuccessfully to obtain con- 
tracts. 

The union connects the interest 
of the various Exchanges and, for 
that matter, the entire “Street” 
with the A. M. Kidder-& Co. case 
in that, in the event of a strike 
against A. M. Kidder & Co. its 
members employed by other firms 
and by the Exchanges would re- 
fuse to handle the business of that 
firm. It is in consideration of this 
fact that the union insisted upon 
the 30-day cancellation clause in 
the contracts it made with the 
various Exchanges, including the 
New York Cotton Exchange which 
has: yet to be signed officially. 

The union will very likely call 
a strike. Following the line used 
by many another unions in recent 
years, however, the union may 
very well first stage a demonstra- 
tion or two—such as the two-hour 
walkout it staged at the New York 
Stock Exchange last fall—to im- 
press upon everyone the serious- 
ness of its intent, This is just a 
guess but in view of the fact that 
the union is now resorting to 
every device except the strike 
weapon itself to gain its demands, 
it certainly wouldn’t be surprising 
to see such a demonstration or 
demonstrations take place. The 
Financial Employees Guild, CIO, 
it will be recalled, utilized the 
noon lunch hour recently to stage 
a monster demonstration in the 
nature of a picket-line, in which 
sympathetic CIO unions all over 
the city participated, to press its 
demands at the Irving Trust Co. 
The UFE could. likewise, call unon 
sympathetic AFL unions to join 
in any demonstration it would 
put on. 


It is difficult to see how the 
union could withdraw from its 
present position without collaps- 
ing completely. If it strikes and 
loses that strike, it would also 
prebably fold right un. There 
isn’t much doubt that the union 
is anxious for a showdown—for 
a~showdown fight if necessary— 
in this matter. It has felt right 
along, in fact, that a showdown 
fight; involving the Exchanges, 
may be probably more-or-less in- 
evitable. The union feels it is in 
a strategic position to compel com- 
pliance to its demands because it 
is solidly entrenched at the New 
York Stock Exchange. Both the 
union and the Exchange agree 
they have no quarrel with one 
‘another. and a strike against the 
“Exchange as an offshoot of the 
dispute against A. M. Kidder & 
€o.-would thus preperly raise the 
‘question’ of what value it can be 
to the Pxehange to have a contract 








Wall Street Drifis Toward Strike as 
Union and A. M. Kidder & Co. Fail to Agree 


(Continued from page 1517) 


with the union when it can be 
canceled so easily and with such 
utter disregard for the legitimate 
interests of the Exchange. Mr. 
Sehram indicated the nature of 
the problem with which he is 
faced when he said this past week 
that with 191 clearing firms and 
550 members over the country af- 
filiated with the Exchange. he 
would have “a busy day” of it if 
he had to settle all their disputes. 

David Keefe, President of the 
union, is in Chicago at the mo- 
ment attending the convention of 
the parent body, the Office Em- 
ployees’ International Union, and 
it is believed all aromnd the 
“street” as extremely unlikely the 
union will take any drastic action 
while he is away. As an aside 
here, though the union claims a 
membership of 5,000 and only 
little more than 1,500 persons 
cast ballots in the recent strike 
vote, reports from the convention 
are to the effect that plans are 
being pushed to unionize 30,000 
to 40,000 eligible employees in 
the Wall Street District. To this 
day—despite a year of feverish 
activity—the union has been able 
to win an election at only one 
brokerage house, A. M. Kidder & 
Co., where it won 76 to 64 or by 
the rather narrow margin of 12 
votes. If—and this is a great big 
supposition—the 114 votes cast 
against strike action in last week’s 
balloting were concentrated ei- 
ther at A. M. Kidder & Co. or at 
the New York Stock Exchange, 
the union might find itself in an 
embarrassing position. 

Mr. Schram says that if the 
union strikes against the Ex- 
change, the Exchange will remain 
open for business as usual. The 
police, who can hardly be un- 
aware of the strike threat that 
hangs ever the Exchange, A..M. 
Kidder & Co. and the brokerage 
industry generallv, will certainly 
be on hand at the Exchange to 
keep all etnrances Gpen in the 
event of a strike, Efficiency will 
undoubtedly suffer to some extent 
at the Exchange should the em- 
vloyees walk out but—if Mr. 
Schram adheres to his stand—the 
Exchange won’t close down in 
such an event. In the face of all 
the strike talk, the Exchange 
asked all its sunervisors to report 
for dutv last Saturday whereas 
ordinarily most of them would 
have had the dav off. This action 
was taken merelv as a nrecau- 
tionary move. it was explained. 

The union claims it is aware of 
other attempts being made by the 
‘ndustrv to keen onen as usual in 
the event of a strike. It charges 
that the New York Cotton Ex- 
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change has hired extra help to 
Keep the elevators running in the 
event of a strike. The trading 
room at the New York Cotton 
Exchange is located high up in 
the Exchange building and a 
ve-up of the elevators would in- 
deed tend to interfere with the 
normal operations of that indus- 
try. The union also says one of 
the largest brokerage houses on 
the “street” has employed 20 
guards to remain on duty on the 
premises of the firm all night in 
order to be available for service 
in the event of a strike at some 
unexnected time. The union thinks 
the firm is angling to get what- 
ever business would still be done 
in the event of a strike. The firm 
itself says the guards are merely 
checking up. on. petty thievery 
which has been in evidence in the 
offices of the company scattered 
through several floors of a single 
building for some time. 

The strike threat stems out of 
the complete refusal of A. M. Kid- 
der & Co. to agree to the terms 
for a contract as laid down by the 
union. ‘The firms says that it re- 
cently granted merit raises too and 
made. certain adjustments in the 
pay of a total of 40 employees and 
that it feels that other wages in- 
creases are not warranted in view 
of the fact the firm has been los- 
ing money. It undoubtedly is true 
all around that earnings of the 
brokerage industry, in view of the 
decreased volume of trading, are 
not what they were. The union is 
insisting upon a 25% across-the- 
board increase in wages and union 
security. The firm believes its 
employees are happy. The turn- 
over in help is very small. it 
points out, clear evidence that the 
employees believe they can do no 
better anywhere else. It could be 
the firm believes that it is just as 
correct as the union thinks it is 
in actually seeking at this point a 
real showdown in the whole mat- 
ter. 


The union wants to submit the 
case to arbitration and, on the 
issue of the firm’s inability to pay 
higher wages, if the company can 
prove to the arbitrator that it can 
not pay more money, it will drop 
the demand for a wage increase. 


The firm, however, claims it 
knows its own affairs much better 





Situation Wanted—Female 





it will under no condition agree to 
arbitration. The New York State 
Mediation Board is still keeping an 
eye on the case, though it has in- 
tervened several times already 
without any results whatsoever 
ine dispute is right now before 
the board itself for consideration 
but, unless and until the disputants 
are themselves willing to avail 
themselves of the services of the 
board it must remain in the back- 
ground as an interested bystander. 


Reporter’s Report 


The’ remarkable response ac- 
corded the Consolidated Edison 
Co. of New York’s $100,000,000 re- 
funders yesterday was broadly 
interpreted as indicating that the 
high-grade investment market ‘is 
still receptive to ‘quality issues” 
in spite of the: uncertainties in 
other directions at the moment. 


Currently the situation is pretty 
much a “shopper’s” market, that 
is to say offerings around -are not 
especially plentiful, yet if you had 
a block of bonds to sell you might 
encounter a bit of difficulty in 
working them off. 


Dealers at the moment are not 
disposed to extend their long 
positions. On the contrary, they 
would rather accumulate a short 
line in the belief that they can 
get back bonds at a profit. But 
suffice it to say that there is no 
real pressure of offerings in the 
aforementioned groups. 

Rails, it is true, are easier, par- 
ticularly some of the more recent 
refunders. Here and there an un- 
derlying situation, as for example 
those of the Pennsylvania Rail- 
road, have been in fair supply. 


Another Opportunity 


Well it looks pretty much now 
as though virtually the same syn- 
dicates will get another opportu- 
nity to try out their methods of 
calculation next Tuesday when 
bids are due to be opened on 
American Telephone & Tele- 
graph’s $200,000,000 of new deben- 
tures. 

While the banking lineups will 
be pretty much the same, the 
circumstances will be decidedly 
different since the forthcoming 
issue is strietly a new money 
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Assistant Trader 


Expert teletype and telemeter operator, 
Two years spark plug of very active 
trading department of over-the-coun- { 
ter firm. Fifteen years Wall Street 
experience. Salary open. Box No. K 35, 
Commercial & Financial Chronicle, 





25 Park Place, New York 8, N. Y. 





.. 


than any arbitrator can and says; proposition rather than a re- 





TRADER 


Wishes position to give service and 
execute orders in over-the-counter 
securities. Box M213, Commercial & 
Financial Chronicle, 25 Park Place, 
New York 8, N. Y. 
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Underwriting, Investment Banking or 
Brokerage Firm Please Note— 


College Graduate, 9 Years’ Experience, 
Desires Connection... 


© ACCOUNTANT 
® SALES 


Ex-Burroughs Salesman — 


@ SYSTEMS and METHODS 
@ AUDITING 


Know Systems and Methods 


Interview at your convenience with complete record of past 


experiences. Please address 


Box H 26, Commercial & 


Financial Chronicle, 25 Park Place, New York 8, N. Y. 








Competent Assistant Available 


Experienced Securities man seeks position. 


Thoroughly familiar with local and out-of-town ex- 


change and over-counter 


business and _ personalities, 


campaigns, correspondence, follow-ups, etc. Good con- 


nections. 


Write Box S 319 for interview. 


Commercial 


& Financial Chronicle, 25 Park Place, New York 8, N. Y. 


funder. 


Detroit Edison Plans 


Detroit Edison Co., it developed 
at the annual meeting earlier this 
week, is contemplating financing 
operations which it expects will 
run in the neighborhood of $60,- 
000,000 about evenly divided be- 
tween new money and refunding. 
Directors are expected to sanc- 
tion soon plans calling for the re- 
financing of the outstanding $30,- 
000,000 of general and refunding 
4% bonds. 


Consideration also will be 
given to an issue of around 
$30,000.000 of additional new 
securities as a means of provid- 
ing funds needed for the large 
expansion program now in 
progress. The details of the lat- 
ter phase have not yet been 
decided upon, it was explained. 


Another Big Equity 


Prospects for another big mar- 
keting of equity securities under 
the procedure of the Public Utility 
Holding Company Act developed 
with the action of American Gas 
& Electric Co., in seeking permis- 
sion.of the SEC for a plan calling 
for disposal of 1,150,000 shares of 
common stock of Atlantic City 
(N. J.) Electric Co., a subsidiary. 


(Continued from page 1522) 

of exerc.sing some direct control 
over the public purse. 

“Even though the Treasury was 
granted such emergency power 
during the war, such authority 
now is clearly unnecessary and is 
unsound in principle. The Treas- 
ury should not request it; the 
Federal Reserve authorities should 
urge that it not be granted; and 
Congress should refuse to enact 
any such proposal into law. 
“We also urge the repeal of 


DIVIDEND NOTICES 








AMERICAN MANUFACTURING COMPANY 
Noble and West Streets 
Brooklyn, New York 

The Board of Directors of the American 
Manufacturing Company has declared a divi- 
dend of per share on the Common Stock, 
payable April 1, 1947 to Stockholders of Reeord 
at the close of iness March 10, 1947. The 
stock record books will be closed for the 
ourpose of transfer of Common Stock at the 
close of business March 10, 1947 until March 


26, 1947. 
ROBERT B. BROWN, Treasurer. 


CITY INVESTING COMPANY 
25 BROAD STREET, NEW YORK 4, N. Y. 
March 13, 1947 


The Board of Directors has this day declared 
the regular quarterly dividend of $1.375 pei 
share on the 532% Series Cumulative Pre- 
ferred Stock of the Company, payable on 
April 1, 1947, to stockholders of record at the 
close of business on March 20, 1947, Checks 
will be mailed. 

EDWARD FRAHER, Secretary 


QC.f- 


AMERICAN CAR AND FOUNDRY 
COMPANY 

30 CHURCH STREET 

New York 8, N. Y. 
There has been declared a dividend of one 
and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable April 1, 1947, to the holders of 
record of said stock at the close of business 
March 24, 1947. 
Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 








Cuarces J. HArpy, Chairman 
Howarp C. Wick, Secretary 


March 13, 1947 








Dividend Notice 





The board of directors of The 
Arundel Corporation has this day 
declared 25 cents per share as the 
regular quarterly dividend on the 
no par value stock of the cor- 
poration issued and outstanding, 
payable on and after April 1, 1947, 
to the stockholders of record on 
the corporation’s books at the 

















clese of business March 19, 1947. 
MARSHALL G. NORRIS, 


Sec. 43, (a), (2), of the Act of) 
May 12, 1933, which authorizes 
the Secretary of the Treasury and 
Federal Reserve authorities to en- | 
ter into agreements under which 
the Reserve banks may make di- 
rect purchases of United States 
securities from the Treasury in 
an aggregate sum of $3,000,000,000 
in addition to those they may then 


hold’.” 
SIGNED 


Benjamin M. Anderson, 
California at Los Angeles. 
William D. Ennis, Stevens Institute of 
Technology. 
Donald lL, 
Illinois. 
Clyde W. Phelps, University of Southern 
California. 

Charles C. Arbuthnot, Western Reserve 
University. 

Fred R. Fairchild, Yale University. 
William H. Kiekhofer, The University of 
Wisconsin, 

Charles L. Prather, University of Texas. 
James Washington Bell, Northwestern 
University. 

Charles C. Fichtner, Buffalo, N. Y. 
Frederic E. Lee, University of Illinois. 
Leland Rex Robinson, 2 West 45th Street, 
New York City. 

William A. Berridge, Metropolitan Life 
Insurance Company, New York City. 
Clyde Olin Fisher, Wesleyan University. 
J. L. Leonard, University of Southern 
California. 

R. G. Rodkey, University of Michigan. 
J. Anderson Fitzgerald, The University 
of Texas. 

Ernest L. Bogart, New York City. 

Roy L. Garis, University of Southern 
California. 

Philipp H. Lohman, 
mont. 


Olin Glenn Saxon, Yale University. 
Frederick A, Bradford, Lehigh University. 


University of 


Kemmerer, University of 


University of Ver- 





DIVIDEND NOTICES 





EATON & HOWARD 
STOCK FUND 

The Trustees have declared a 
dividend of ten cents ($.10) 
a share, payable March 25, 
1947, to shareholders of rec- 


erd at the close of business 
March 14, 1947, 


24 Federal Street, Boston 








EATON & HOWARD 
BALANCED FUND 


The Trustees have declared 
a dividend of twenty cents 
($.20) a share, payable March 
25, 1947, to shareholders of 
record at the close of business 
March 14, 1947. 


24 Federal Street, Boston 








Tue GarLocKk 


Pacxinc ComMPANY 

March 18, 1947 
COMMON DIVIDEND No. 283 
At a meeting of the Board of Directors, 
held this day, a quarterly dividend of 
25¢ per share was declared on the com- 
mon stock of the Company, payable 
March 31, 1947, to stockholders of 
record at the close of business March 
22, 1947. 





R. M. Wap.es, Secretary 


Lewis H. Haney, New York University. 
A. Wilfred May, Executive Editor, “The 
Commercial and Financial Chronicle,”’ 
New York City. 
Walter E. Spahr, New York University. 
‘ Alvin S. Tostlebe, The College of Woos- 
er. 
J. Ray Cable, Missouri Valley College. 
Wilbur P. Calhoun, University of Cin- 
cinnati. 
E. C. Harwood, American Institute for 
Economic Research. 


Roy W. McDonald. Donovan. Leisure, 


— Lumbard and Irvine, New York 
ity. 


James B. Trant, Louisiana State Uni- 
versity. 
William W. Cumberland, Ladenburg, 


Thalmann & Co., New York City. 
Hudson B. Hastings, Yale University. 


Russell Weisman, Western Reserve Uni- 
versity. 


Rev. B. W. Dempsey, S.J., St. Louis 
University. 
William F. Hauhart, Dean Emeritus, 


Southern Methodist University. 

Margaret G. Myers, Vassar College. 
Nathaniel R. Whitney, The Procter and 
Gamble Company, Cincinnati. 


William E, Dunkman, The University of 
Rochester. 

Frederick C. Hicks, 
cinnati. 
Melchior Palyi 
Chicago, Illinois. 
Edward Wiest, University of Kentucky. 
D. W. Ellsworth, E. W. Axe & Co., Inc., 
Tarrytown, N. Y. 

John Thom Holdsworth, The University 
of Miami. 

Frank Parker, 
vania. 

Max Winkler, 
New York. 


University of Cin- 


(with one reservation), 


University of Pennsyl- 


College of the City of 





- DIVIDEND NOTICES 





THE SUPERHEATER COMPANY 
Dividend No. 169 


s* ¢ @ @ 
* ¢ & 
a 


A quarterly dividend of twentv-five cents 
(25c) per share on all the outstanding stock of 
the Company has been declared payable April 
15, 1947 to stockholders of record at the close of 
business April 5, 1947. 

M. SCHILLER, Treasurer 





United Shoe Machinery Corporation 


The Directors of this Corporation have de- 
clared a dividend of 37%gc per share on the 
Preferred capital stock. They have also de- 
clared a dividend of 62'2c per share on the 
Common capital stock. The dividends on both 
Preferred and Common stock are payable April 
5, 1947, to stockholders of record at the close 
of business March 18, 1947. 


WALLACE M. KEMP, Treasurer. 











UNITED FRUIT COMPANY 


DIVIDEND NO. 191 
A dividend of fifty cents per share and an 
extra dividend of fifty cents per share on 
the capital stock of this Company have been 
declared payable April 15, 1947 to stockholders 
of record March 20, 1947. 
LIONEL W. UDELL, Treasurer. 








DIVIDEND NOTICE 
WESTERN TABLET & STATIONERY 
CORPORATION 
Notice is hereby given that a dividend at 
the rate of $.50 per share on the issued and 
outstanding shares without par value of the 
Common Stock of Western Tablet & Stationery 
Corporation has been declared payable on April 
10, 1947, to the holders of record of such shares 
at the close of business on March 26, 1947. 
E. H. BACH, Treasurer. 

















LION OLL 


COMPANY 
A regular quarterly divi- 
dend of 50¢ per share has 
been declared on the Cap- 
ital Stock of this Com- 
pany, payable April 15, 1947, to stock- 
holders of record March 31, 1947, The 

stock transfer books will remain open. 
E. W. ATKINSON, Treasurer 

March 11, 1947 
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THe ELECTRIC STORAGE BATTERY 
COMPANY 


186th Consecutive 
Quarterly Dividend 
The Directors have declared from the 


Accumulated Surplus of the Company a 
dividend of seventy-five cents ($.75) per 





UNITED STATES SMELTING 
REFINING AND MINING COMPANY 
The Directors have declared a quarterly 
dividend of 134% (87% cents per share) 
on the Preferred Capital Stock, and a 
dividend of fifty cents (50¢) per share 
on the Common Capital Stock, both payable 
on April 15, 1947 to stockholders of 
record at the close of business March 28, 


7s 
ie FRANCIS FISKE, 
March 18, 1947 Treasurer. 


ee 


FOREMOST DAIRIES, Inc. 
Jacksonville, Florida _ 








The Directors of Foremost Dairies, Inc., 
Jacksonville, Florida, have declared the 
following quarterly dividends: 


PREFERRED STOCK 
75c Per Share 


COMMON STOCK 





share on the Common Stock. payable 
March 31, 1947, to stockholders of record 
at the close of business on March 17, 
1947. Checks will be mailed. 


H. C. ALLAN, 
Secretary and Treasurer 








Secretary 


























Philadelphia 32, March 7, 1947 
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20c Per Share 


Each dividend is payable April 1, 1947 
to stockholders of record at the close of 
business March 14, 1947. ‘ 


LOUIS KURZ, Secretary 
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Governors of Association of Stock Exch. Firms 
Recommend Boost in NYSE Commission Rates 


Plan calls for rates based on amount of money involved in transac- 
tions, rather than on per share basis, coupled with increase in 
charges to compensate member firms for increased costs. Program 
result of study by Association’s Committee on Costs and Revenues 
which revealed increase in average operating costs alone of 23.99% 
since 1942, when the present commission schedules became effective 


NEW YORK, March 19—The Board of Governors of the Asso- 
ciation of Stock Exchange Firms today concluded to recommend 


to the New 
York Stock 
Exchange a 
revision of the 
present com- 
mission 
schedule to a 
simplified 
plan in which 
the rates 
would be 
based on the 
amount of 
money in- 
wolvedina 
transaction 
rather than 
as per share 
basis and 
which wouid also allow for an in- 
crease in charges to compensate 
member firms for increased costs, 
according to an announcement by 
James F. Burns, Jr., President of 
the Association, and a partner in 
Harris, Upham & Co., New York 
City. These recommendations 
were the result of comprehensive 
studies conducted by the commit- 
tee on Costs and Revenues of 
the Association covering the trend 
of income and expenses of mem- 
ber firms of the New York Stock 
Exchange in recent years which 
were discussed at the Association 
Board meeting this afternoon. 


“The studies which have been 
made by our Committee,” Mr. 
Burns said, “have substantiated 
the concern which our Board has 
had for some time with respect 
to the obviously increasing op- 
erating costs of member firms. 


“According to the independent 
determinations of the firm of 
certified public accountants, Ernst 
and Ernst, made from operating 
figures submitted by a representa- 
tive group of member firms 
(which firms incidentally ac- 
counted for 42% of the New York 
Stock Exchange November, 1946 
volume) average operating costs 
have risen 23.99% since 1942, the 
last year in which commission 
schedules were revised. This rise 
does not include business produc- 
tion expense. These tabulations 
which were properly weighted by 
the accountants, are made up of a 
45.7% increase in administrative 
and clerical rates of pay, a 46.9% 
rise in rental rates and a 15% rise 
in the rates of all other expenses. 


“In the past year as a matter of 
fact there occurred, a dollar in- 
erease of 23.7% in administrative 
and clerical expense. There is 
little question but that there have 
been subsequent increases since 
the last month examined in this 
study which was November, 1946. 
for example, ticker and news 
services costs have since been 
increased about 20%. 


“In authorizing this comprehen- 
sive study the Board of the Asso- 
ciation felt that the situation was 
a great deal more fundamental 
than one which could be answered 





James F. Burns, Jr, 


* 











by a simple increase in the rates 
we presently charge our clients. 
We felt that a thorough examina- 
tion of all factors should be made 
before we would be in a position 
to suggest to the Board of Gov- 
ernors of the New York Stock 
Exchange that consideration be 
given to revising and increasing 
the minimum rates of commission. 
Certainly all of us were well 
aware that our costs were up and 
our income down, and more im- 
portantly, that such had been the 
trend for some time. 


“There have been some disturb- 
ing trends in our business in re- 
cent years. For example, the num- 
ber of branch offices maintained 
by member firms has declined 
during the last ten years. This 
means that member firms find 
operation of branches in many 
areas uprofitable. The unprofit- 
able branch offices have therefore 
been discontinued. This means 
that more and more of the invest- 
ing public finds itself deprived of 
the use of the facilities of the New 
York Stock Exchange, the greatest 
of all listed markets. Adequate 
compensation would result in the 
extension of stock exchange serv- 
ice to other communities. Certain- 
ly other than the larger metro- 
politan centers are entitled to 
such service. The tremendous de- 
mand from small communities for 
the New York Stock Exchange 
motion picture, ‘Money at Work’ 
indicates definitely their interest 
in Stock Exchange facilities. 


“There is one trend which we 
endorse. That is the trend to- 
ward an investment type market 
which has been largely generated 
by the New York Stock Exchange 
public relations advertising cam- 
paign. It also creates the neces- 
sity, however, for a modern ade- 
quate commission structure. 


“Our Board believes that the 
modern and equitable method of 
computing commissions which we 
are recommending to the New 
York Stock Exchange on a money- 
involved basis will correct the 
disparities of the present system 
and will go far in the develop- 
ment and growth of our industry. 
We hope that the Association by 
this study and report has made a 
substantial contribution to the fu- 
ture and has been of (some) as- 
sistance to the Board of Governors 
of the New York Exchange.” 








J. B. M. Toombs Joins 
Staff of Tifft Brothers 


(Special to THe Frnanciat CHRONICLE) 
HARTFORD, CONN.—John B. 
MacG. Toombs has become asso- 
ciated with Tifft Brothers, 49 
Pearl Street. He was formerly 
with A. M. Kidder & Co. for many 
years. 





R. G. LeTOURNEAU, INC. 
$4.00 Cumulative Preferred 


LERNER STORES CORP. 


4'2% Cumulative Preferred 


SYLVANIA ELECTRIC PRODUCTS, INC. 


$4.00 Cumulative Preferred 


BOUGHT—SOLD—QUOTED 


Kobbe & Company 


INCORPORATED 
Members National Association of Securities Dealers, Inc. 


Telephone 
BArclay 7-2663 


55 Liberty Street, New York 5, N. Y. 


Teletype 


NY 1-277 





Upstate Dealer Says Atty. General’ $ 


Questionnaire is New Dealish 


(Continued from page 1511) 
and imprisonment as contained in the last sentence of your 
accompanying letter just above the signature of your Assist- 


ant, Max Furman. 


“IT demand to know: Why you sent this Questionnaire 


only to the Upstate Securities Dealers? 
purpose of this Questionnaire? 


What is the real 


“As a Securities Dealer, I would also like to know who 
has complained about my business ethics, and about what 


in particular.” 


The time to protest against such action on the part 
of the Attorney General is now, and I shall do my best to 
preserve and protect my rights, as a citizen and as a Securi- 
ties Dealer, for I believe even a Securities Dealer has some 
rights left. Furthermore, I do not propose to be regimented 
by either Republican or Democratic officials when they 


exceed their authority. 


Owing to pressure of work, I have not contacted any 


other dealers on this matter. 


I am stating my position to 


you very frankly because of the stand you have taken and 
I would appreciate it if you will advise me how the dealer 
generally have reacted to this “Inquisition.” 


90 State St. 
Albany, N. Y. 
March 11, 1947. 


W. V. A. WATERMAN 
Waterman Co. 





Hayden Stone Co. Offer 
Air Express Int. Stock 


Public offering of 125,000 shares 
of Air Express International 
Agency, Inc. common stock, par 
value 50 cents per share, was made 
March 18 at $6 per share by an 
underwriting group headed by 
Hayden, Stone & Co. The offering 
represents the first public finane- 
ing since the formation of the 
business in 1936. Proceeds from 
the saie of the new securities will 
be added to working capital. 

Capitalization of the company 
following the financing will con- 
sist of 250,000 shares of common 
stock and warrants for the pur- 
chase of 40,000 shares of common 
stock. 





Morgan Stanley Group 
Sells $100 Million Bds. 
Of Consolidated Edison 


The award of Consolidated Edi- 
son Co. of New York’s $100,009,000 
in new first and refunding mort- 
gage bonds, series A, due March 1, 
1982, went to Morgan Stanley & 


Co. and associates March 18. Their 
bid named a price of 102.3199 for 
a 234% coupon, a net interest cost 
of 2.648%. 

The Morgan Stanley syndicate 
priced the issue at 102.85 to yield 
2.625% to investors, a level at 
which it was oversubscribed after 
having been cleared for public 
offering March 18 by the Public 
Service Commission and the Se- 
curities and Exchange Commission. 











HAnover 2-0050 


Firm Trading Markets 


BRITISH SECURITIES 


All Issues 


CARL MARKS & (CO. Inc. 


Teletype—NY 1-971 





50 Broad Street 











FOREIGN SECURITIES 
SPECIALISTS 


AFFILIATE: CARL MARKS & CO. Inc. CHICAGO 





New York 4, N. Y. 























Aberdeen Petroleum 

Air Cargo Transport 
Aircraft & Diesel Equip. 
Benguet Cons. Mining 
Consolidated Industries 
Copper Canyon Mining 
Cosmocolor 

Differential Wheel 
Electric Steam Sterilizing 
Gaspe Oil Ventures 
Greater N. Y. Industries 
Kellett Aircraft 

Kinney Coastal Oil 





50 BROAD ST., N. Y. 4 








A MARKET PLACE FOR LOW PRICED UNLISTED SECURITIES 





MORRIS STEIN & Co. 


Established 1924 


TELETYPE—N. Y. 1-2866 


Lava Cap Gold 

Linn Coach & Truck 
Luscombe Airplane 
Martex Realization 
Palmetex Corp. 


Petroleum Conversion 
Pressurelube 


Princess-Vogue Shops 
Rand’s 

Red Bank Oil 

Reiter Foster Oil 
Standard Silver & Lead 
Trenton Valley Distillers 





HANOVER 2-2895 
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For detailed index of 


contents see page 1511 
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Old Reorganization 
Rails 


Domestic & Foreign 
Securities 


New Issues 


M.S. Wien & Co. 


ESTABLISHED 1919 
Members N. Y. Security Dealers Ass’n 
40 Exchange Pl., N. Y.5 HA. 2-8780 

Teletype N. Y. 1-1397 








Shortage of Freight Cars 


indicates long-term large volume of 
business for 


RALSTON STEEL CAR CO. 


(freight car manufacturers) 


Market about 8% 
1946 high about 12 


Circular. Available 


LERNER & CO. 


Inactive Securities 


10 Post Office Square, Boston 9, Mass. 
Telephone Hubbard 1990. Teletype Bs 69. 


J 
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Raymond 6 Co 


148 State St., Boston 9, Mass. 


Tel. CAP. 0425 Teletype BS 259 
N. Y. Telephone HAnover 2-7914 
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We Specialize in all 


Insurance and Bank Stocks 
Industrial Issues 
Investment Trust Issues 
Public Utility Stocks and Bonds 
TEXTILE SECURITIES 
Securities with a New Eng. Marke! 


Frederick C. Adams & Co. 


Specialists in ; 
New England Unlisted Securities 
30 FEDERAL STREET, BOSTON 10 
Established in 1922 
Tel. HANcock 8715 Teletype BS 22 











*Seaboard Fruit Co., Inc. 
*General Products Corp. 
*Susquehanna Mills 
Empire Steel Corp. 


*Prospectus on Request 





Hill, Thompson & Co., inc. 


Markets and Situations for Dealers 


120 Broadway, New York 5 











Tel. REctor 2-2020 Tele. NY 1-2660 
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Ruthless Taxing and Spending 


Must Be 


Stopped — 


By HON. FRED L. CRAWFORD 
Member House of Representatives, Michigan 


Banking Committee member cites encrmous growth of Federal Debt 
since World: War I, and asserts imminent manner of its management 
will determine people’s economic and social status for next half- 
century. Contends Treasury policy is politically motivated. Term- 
ing President’s budget and tax policy “utterly immoral ” he holds 
since national defense requirements are vague, and foreign needs 
are in state of flux, Congress should postpone fixing definitive 
totals until our international relations develop more clearly. 


Decency in appropriating and spending dollars collected from the 
taxpayers of the United States is inseparable with an adequate 


amountof risk © 


and invest- 
ment capital, 
full employ- 
ment, and the 
necessary pro- 
duction of 
goods and 
services for 
the people of 
this country. 
In recent 
years official 
Washington 
primarily, 
supported 
more or less 
by an ex- 
pressed public 
opinion as per the votes cast in 
general elections, has proposed 


and put into operation policies 
which call for the sharing with 





F. L. Crawford 








the other peoples of the earth a 
tremendous percentage of our 
domestic production of capital 
goods, as well as consumers’ non- 
durable goods. I specifically refer 
to contr.butions which we the 
American people have made under 
programs such as Lend Lease, 
UNRRA, and others of a less cosily 
nature, insofar as dollars and cents 
are concerned, 

We cannot overlook the con- 
tributions our people have made 
in World War I and in World War 
II, regardless of whether those 
contributions were specifically for 
the protection of the United States 
or in general support of certain 
international ideals and _ institu- 
tions emanating from No. 10 
Downing Street or otherwise. It 


(Continued on page 1571) 





Sees Conflicting Trends 


in 1947 


Outlook 


John C. Houston, Jr., Civilian Production Administrator, sees de- 
pression danger from inflationary forces offset by large backlog of 
demand for producer and consumer goods. Says significant devel- 
opments are: (1) some increases in wage rates; (2) agricultural 
price declines; (3) increased building and greater output of dur- 
able consumer goods; and (4) high level of expenditures for 
plant and equipment. Believes recession can be avoided by intelli- 
gent and cooperative action of management and labor. 


The Civilian Production Administration of the Office of Tem- 
porary Controls in its most recent report on the Production Outlook 


for 1947, con-® 


tends an eval- 
uation of the 
business out- 
look is ‘‘more 
than usually 
difficult at this 
time,” because 
the inflation- 
ary forcessim- 
ilar to those 
that existed in 
1919-1921 are 
now offset by 
a heavy back- 
log of both 
consumer and 
producer 
goods. How- 
ever, the report concludes that if 
labor and management continue 
their intelligent action, as demon- 
strated in the steel, automobile 
and construction industries, there 
is not likely to be a business re- 
cession as occurred after the last 
War. 

The text of the report dealing 
with general conditions made un- 
der the auspices of John C. Hous- 
ton, Jr. follows: 

An evaluation of the economic 





John C, Houston, Jr. 








outlook for 1947 is more than 
usually difficult at this time. This 
difficulty is largely the result of 
two sets of forces working in dif- 
ferent directions. On the one hand, 
inflationary forces have been 
developing, which on analogy 
with previous business cycles, and 
particularly with that of 1919-21, 
would tend to presage a mild re- 
cession starting before very long. 
On the other hand, special 
sustaining forces exist today in 
the form of a large backlog of de- 
mand for producer and consumer 
durable goods and of accumulated 
liquid assets. These are still at 
work and promise to continue for 
a substantial period of time. 
Amid the uncertainties created 
by these two contrasting sets of 
forces, certain significant devel- 
opments are to be expected: (1) 
some increase in wage rates in the 
Spring of 1947, (2) price declines 
in agricultural products, (3) an 
increase in building activity and 
in the output of durable consumer 
goods, particularly automobiles, 
for. at least a good part of the 
_ (Continued on: page 1572) 





Pay for Foreign Relief 
By Luxury Taxes 


By ROGER W. BABSON 


Mr. Babson discusses U. S. ex- 
penditures for foreign relief and 
holds we are between two fires: 
if we don’t give, Europe will go 
communistic, and if we give too 
much, we will have unemploy- 
ment and more communism at 
home. Urges more luxury taxes 
to pay for relief. 


Much as we may dislike stick- 
ing our noses into other people’s 
affairs, it becomes a necessity, un- 
der present conditions. We are 
sending relief 
in one form or 
another all 
over the 
world. We 
supplied 72% 
of the UNRRA 
funds and 
goods. In many 
instances we 
found admin- 
istrative per- 
sonnel of other 
nations using 
these relief 
supplies to 
their political 
advantage. 

With the end 
of UNRRA this month a new plan 
is proposed whereby the U. S. 
supplies only 57% (still well over 
half) of the funds. For this pur- 
pose, President Truman has asked 
for an additional $350,000,000 with 
which to stave off the specter of 
starvation in Austria, Greece, 
Hungary, Poland, Italy and China. 
However, our State Department 
says that in this undertaking we. 
ourselves, will administer our own 
funds. 


Roger W. Babson 


Can We Afford It? 


The world calls upon our re- 
sources, to the estimated sum of 
about $4,000,000,000, at a time 
when we need to put our own 
financial affairs in order. We 
have loaned to France, Poland, 
England and others. England once 
sent money and goods all over an 

(Continued on page 1571) 
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As We See It is. 


EDITORIAL 


Let’s Not Deceive Ourselves! 


Above all, the American people must guard against self- 
deception in their policies and maneuvers in the arena of 
world politics at this time. There is unfortunately strong 
evidence that we have not succeeded of late in doing so, and 
the President’s current proposals of action in Greece and 
Turkey and the nature of his defense of them can scarcely 
aid in placing world events in their proper perspective. 


The gravest errors into which our thinking is always in 
danger of falling stems from the apparently incurable ideal- 
ism of the individual citizen of the United States. Possibly a 
better term would be “naivete” or “provincialism.” At any 
rate, the rank and file in this country appear to be obsessed 
with the idea that we alone of all the peoples of the world 
have found some sort of political and economic magic for 
which other peoples innately hunger and which they would 
promptly adopt to their immense advantage if ony they were 
tree to follow the course of their own choice. 

















Communism! 


_ Aligned against the people in many countries and sec- 
tions of the globe, according to this philosophy, are various 
“cliques,” “isms,” and “ideologies.’’ The most potent of these 
enemies of mankind at the moment is “Communism,” which 
the Russians appear to have found to their liking and which, 
according to the implications, if not the express statements 
of many of our political leaders, they intend to fasten upon 
the rest of the world as quickly and as thoroughly as they 


(Continued on page 1568) 





_-——— 


| 











From Washington 
Ahead of the News 


By CARLISLE BARGERON 


It is difficult to recall anything in recent history that has split 
Congress into so many pieces as the so-called Greek-Turkish emer- 
gency. Even the global worlders who are for our taking any and 
every step that will further sink us in the maelstrom of world 
politics, are not wholly happy about any support going to King 
































George. Truman’s proposal has cut ecross party lines, across the 
so-called in- - —_ : 
ternational- tion is scarcely more than one-to 
ists, the so- give some more money away to a 
called __isola- needy country. There was al- 
tionists. The ready an administration meas- 


latter are 


ure pending to appropriate $350,- 
finding it dif- 


000,000, to this same 


ficult to ad- 
here to their 
line because 
of an _  over- 


whelming 
urge to kick 
Stalin in the 
pants. Only 
the fellow 
travelers, who 
don’t want 
anything done 
to Russia, are 
solidarity. 

The sparks are going to fly be- 
fore the legislation is passed but 
the general expectation is that it 
will be. It is another case of not 
wanting to embarrass the Presi- 
dent in his foreign relations, and 
the further fact that we generally 
are pretty “mad” at Stalin. 


But what Congress does seem 
bent upon doing is to take the 
“momentousness” out of the prop- 
osition, to strip it of its precedent 


Carlisle Bargerop 


maintaining their 





not only 
Greece but to Poland and other 
unfriendly countries as_ weil. 
Taking the argument of the new 
proposition, that it is necessary to 
keep the Communists out of 
Greece, apparently the $350,000,- 
000 bill is designed to keep them 
in Poland, for example. Maybe 
this is what is known as a bal- 
ance of power, maintaining the 
Commies in one country, keeping 
them out of another. 

Anyway, the simple proposition 
of throwing away another half 
billion, accustomed as we have 
become to waste, is not in itself 
startling. 


But Truman himself spoke of 
the dark and mysterious and mo- 
mentous implications of this par- 
ticular spree, and generally it is 
being accompanied by such state- 
ments as “America at the Cross- 


Roads”; “America to take over 
Britain’s burden,” and the like. 





making nature. 
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On fts bare face, the proposi- 


Incidentally we've had the bur- 
(Continued en page 1580) 
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Common Sense! 


“Why should we insist on Chiang embracing 
Communists in China at the same time we finance 
King George in fighting Communists in Greece? 


Here is surely an anomaly. 


China is a far more crit- 


ical area as far as America is 


that 





Sen. Owen Brewster 


concerned. A stronger China un- 
der Chiang is the surest guaran- 
tee of peace in the Pacific, and 
may well 
throughout the world. 

“Why is Communist infiltra- 
tion so largely ignored in the 
Americas while it 
with such alarm in the Mediter- 
ranean? These are some of the 
questions that will be most in- 
sistently asked in the momen- 
tous discussions of the next few 


mean peace 


is viewed 


days and weeks. 
“America enters the valley of decision and the 
path we take may determine the course of civiliza- 


tion for a century to come. 


: “The example of an economically prosperous 
America under free enterprise will be the most 
potent argument for struggling peoples everywhere 


to be drawn to our ideals.” 


—Senator Owen Brewster 


Such questions certainly should be asked, and 
their very asking suggests how unconvincing cur- 
rent discussions and explanations really are. 

And we hope nene of us will ever overlook the 
importance of “an economically prosperous America 
under free enterprise” in all this. It would be a 


fatal blunder. 





Supreme Court Backs Foremen’s Rights 


In a 5 to 4 decision on March 10, the Supreme Court ruled on 
an appeal by the Packard Mector Co. of Detroit from a National 
Labor Relations Board decision, that employers must bargain with 
foremen’s unions, Associated Press Washington advices stated. The 
Packard Company’s contention had been thet foremen were not 
employees within the meaning of the Wagner Labor Relations Act. 


The majority ruling, delivered 
by Justice Jackson, stated: 

“The context of the (Labor Re- 
lations) Act, we think, leaves no 
room for a construction of the 
section (involved in this case) to 
deny the organizational privilege 
to employees because they act in 
the interest of an employer. 

“Every employee from the very 
fact of employment in the mas- 
ter’s business, is required to act 
in his interest.” 

The question of foremen’s sta- 
tus under the Wagner Act has 
Jong been an issue in industry, 
and proposals to exempt foremen 
from the law are currently being 
discussed among new labor legis- 
lation before Congress. 

The NLRB has been deferring 
decisions on other foremen’s cases 
pending the Court’s ruling in the 
Packard case, The decision was 
the tribunal’s interpretation of the 
intent of Congress on the question 
when it passed the Wagner Act 
in 1935. 

According to the Associated 
Press, Packard argued before the 
NLRB that the Act was not in- 
tended to cover foremen—that 
foremen were a part of manage- 
ment itself which must sit on the 
other side of the bargaining table 
from the workers. Packard’s con- 
tention 


was overruled by the 
NLRB on,a 2 to 1 vote. The 
United States Cireuit Court in 


Cincinnati upheld the board by 
a 2 to 1 vote. Packard then ap- 
pealed to the Supreine Court. The 
Associated Press continued: 


The Labor Board ordered 
Packard to bargain with the 
Foremen’s Association of Amer- 
ica, an independent union not 
affiliated with the CIO United 
Automobile Workers. The latter 
is the production workers’ union 
at the Packard plant. 


The Circuit Court indicated it 
might have ruled differently if 
the Packard foremen were 
members of a rank and file pro- 
duction workers union. 








Packard in appealing to the 
Supreme Court cited the Wag- 


ner Act’s definition of employer 
as including “‘any person acting 
in the interest of any employer 
directly or indirectly.” The 
company said its 1,100 plant 
bosses were “the front line of 
management — carrying out 
management policy, recom- 
mending wage rates and firing 
of those under their supervi- 
sion.” 

Disagreeing with Packard’s 
argument, Justice Jackson said: 

“Even those who act for the 
employer in some matters, in- 
cluding the service of standing 
between management and man- 
ual labor, still have interests of 
their own as employees. 

“Though the foreman is the 
faithful representative of the 
employer in maintaining a pro- 
duction schedule, his interest 
properly may be adverse to that 
of the employer when it comes 
to fixing his own wages, hours, 
seniority rights or working con- 
ditions. 

“He does not lose his right to 
serve himself in these respects 
because he serves his master in 
others. And we see no basis in 
this Act whatever for holding 
that foremen are forbidden the 
protection of the Act when they 
take collective action to protect 
their collective interests.” 


In a dissenting opinion, con- 
curred in by Chief Justice Vin- 
son and Justice Burton, Justice 
Douglas said that under the ma- 
jority’s decision “if a union of 
Vice-Presidents apply for rec- 
ognition as a collective bargain- 
ing agency I do not see how we 
could deny it... .” 

Mr. Douglas went on to say 
that the decision “lends the 
sanctions of Federal law to un- 
ionization at all levels of the 
industrial hierarchy and added: 

“It tends to emphasize that 
the basic opposing forces in in- 
dustry are not management and 
labor but the operating group 
on the one hand and the stock- 





holder and bondholder group on 
the other.” 


The Associated Press added: 


“The struggle for control or 
power between management and 
labor becomes secondary to a 
growing unity in their common 
demands on ownership.” 

Justice Jackson said for the 
majority that employers’ objec- 
tions to foremen’s uniors is 
“rooted in the 
that because the employer has 
the right to wholehearted loy- 
alty in the performance of the 
contract of employment, the em- 
ployee does not have the right 
to protect his independent and 
adverse interest in the terms of 
the contract itself and the con- 
ditions of work.” 

Justice Jackson 
Packard Company “concedes 
that foremen have a right to 
organize.” He continued: 

“What it denies is that the 
statute compels it to recognize 
the union. In other words, it 
wants to be free to fight the 
foremen’s union in the way that 
companies fought other unions 
before the Labor Act. But there 
is nothing in the Act which in- 
dicates that Congress intended 
to deny benefits to foremen as 
employees if they choose to be- 
lieve that their interests as em- 
ployees would be better served 
by organization than by indi- 
vidual competition. 

“There is no more reason to 
conclude that the law prohibits 
foremen as a Class trom consti- 
tuting an appropriate bargain- 
ing union than there is for con- 
cluding that they are not within 
the Act at all.” 

Mr. Jackson discussed also 
the argument that unicnization 
of foremen is bad _ industrial 
policy because “it puts the un- 
ion foremen in the position of 
serving two masters, divides his 
loyalty and makes generally for 
bad relations between manage- 
ment and labor.” 

On that he commented: 

“However we might appraise 
the force of these arguments as 
a policy matter, we are not au- 
thorized to base decisions of a 
question of law upon them. They 
concern the wisdom of the leg- 
islation; they can not alter the 
meaning of otherwise plain pro- 
visions.” 

Justice Frankfurter also dis- 
sented from the majority although 
not concurring entirely on the 
views expressed for the minority. 


said the 





Again Trading US Stocks 
On Amsterdam Stock 
Exchange 


It was indicated in Associated 
Press advices from Amsterdam on 
March 11 that the selling of Ameri- 
can stocks on the Amsterdam 
Stock Exchange has been author- 
ized for the first time since 1941, 
but not a single transaction was 
concluded because formal prepar- 
ations had not been finished. 

The first sales were not ex- 
pected before March 12, said the 
advices, which added: 


All dealings will be one-way 
transactions, as only selling and 
no buying will be allowed so far 
as individuals are concerned. 


Holders of about 180 Ameri- 
can securities that will be ad- 
mitted to trading, and will be 
allowed to sell only to author- 
ized arbitrage houses which are 
members of the Amsterdam 
Stock Exchange. These houses 
in turn must dispose of the 
stocks within a limited period 
of weeks in New York. 


Individual shareholders who 
sell their American stocks will 
be paid in guilders by The 
Netherlands Bank at the rate 
of 2.65 guilders to the dollar. 


Dealers said they did not ex- 
pect much selling for the pres- 
ent even considering govern- 
ment announcements that sell- 
ing might be enforced in order 
to give the government badly 
needed dollars. 


misconception: 
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[ The State of Trade | 











Total industrial owtput last 


previous weeks, despite substantial reductions in the volume 
orders in some industries. Onerations in some sections were h 
| by unfavorable weather aid raw material shortages, but pro 
in many industries centinued close to postwar peaks. 





week held at the high leve 


ls ot 
oO} back 
indereg 
ductio; 


The exceedingly hcavy demand for steel products, the pox ca 


shortage and the disrupt.on © 
some finishing mill schedules be- 
icause of cold weather leads to the 
conclusion the past week, accord- 
ing to “The Iron Age,” that the 
tightness in the supply of major 
steel products will continue for 
sevcral months at least. Even 
though inventcries are wnbalanced 


‘and in the aggregate heavy at 
some points, fresh demand for 
steel continued unabated last 


week. 

A record opening day attend- 
ance at the American Toy Fa’r in 
New York was reported the past 
week with buying brisk in such 
items as those made of wood and 
steel, while in other lines. eased 
supply conditions resulted in a 
return to cautious purchasing. 

Interest in durable goods gen- 
erally was maintained at a high 
level, but consumer resistance to 
inferior quality furniture and un- 
familiar brand home avonliances 
caused a considerable decline in 
order volume for these items. 

Competition between soft and 
hard goods for the consumer’s 
dcilar has grown in intensity, says 
“Business Week” in its current 
weekly outlook, with prices 
rising faster than incomes. 


for January and February with a 
year ago,” states the magazine, 
“shows by far the largest gains in 
food. Apparel reports only minor 
gains over 1946, while dollar vol- 
ume of shoe chains is down. 

“That gives some idea. People 
have to buy food, and a represen- 
tative group of feod chains shows 
gains that parallel or exceed the 
price rise. 

“People have to buy shoes and 
clothing, too, but they can make 
the old things do for a while if 
prices look way too high. There 
you see the competition within 
soft goods lines. The situation is 
even more acute between itood, 
say, and the autos that people have 
been wanting to buy. 

“This helps to explain why price 
readjustments are not only de- 
sirable but practically inevitable, 


despite the recent commodity 
boom.” 
Activity in wholesale apparel 


centers remained light this week. 
In New York the Leather Show 
was well attended but the number 
of orders placed was small. Short- 
ages of certain types of leather 
and uncertainty as to future prices 
caused manufacturers to limit 
their offerings. 


In the automotive industry, pro- 
duction of cars and trucks in the 
United States and Canada last 
week was estimated by “Ward’s 
Automotive Reports” at 104,749 
units against the previous week’s 
revised figure of 104,048 units, 
35,020 units in the corresnonding 
week last year, and 131,410 in the 
like week of 1941. 

The current week’s total, says 
Ward’s, consists of 71.979 passen- 
ger cars and 27,610 trucks pro- 
duced in this country and 3,490 
and 1,730, respectively, in Canada. 

Shortages of sheet steel, chassis 
drive elements and castings con- 
tinue to hold schedules substan- 
tially below 44-hour week capac- 
ity output level, and sheet stock 
appears to be the most critical of 
the sparse metal stocks and com- 
ponents. 

Current reports reveal that total 
claims for unemployment compen- 
sation in the week ended March 1. 
fell less than 1%, while initial 
claims dropped almost 3%. 

Warmer weather and the ap- 
proaching. Easter holiday served 
as a stimulus to retail purchasing 





in the week. Total retail volume 
was lightly above that of the pre- 





“Compar:son of chain store sales , 


o———_—___— ——_—__—— = 


vious week and moderately aboy. 
that of the corresponding \ eek 2 
year ago. Consumer resistance ¢, 
high food prices increased consid- 
erably. 

Wholesale volume rose slightly 
from the levels of previous week; 
with total volume moderate}; 
above that of a year ago. Buyer 
were selective in their purchasing 
and continued to ins‘st on high 
quality goods. Deliveries of house 
furnishings and appliances cop- 
tinued to improve. 

Steel Industry—tThe inflation. 
ary sdiral in iron and steel scrap 
prices continued its upward move- 
ment last week~-at major consum- 
ing centers, according to “The 
Iron Age,” national metalworking 
paper. In an effort to forestall] , 
movement of scrap out of the 
Pittsburgh district, prices were 
higher there the past week and 
similar conditions applied at Chi- 
cago, Philadelphia, Cleveland and 
Youngstown. 


Despite the increase in the so- 
‘called local scrap prices differen- 
‘tials still exist between these quo- 
tations and delivered prices on 
scrap originating outside consum- 
ing districts. This is especially 
true, states the magazine, in the 
case of scrap moving from eastern 
points such as New York and Bos- 
ton into the Pittsburgh area. 


The currently high scrap mar- 
ket, while having been exceeded 
in one or two instances in the 
past, represents a new peacetime 
level when the period of time 
during which the higher prices 
have applied is considered. Be- 
cause other pig iron producers 
followed the increase in pig iron 
prices made two weeks ago by 
many makers, “The Iron Age” 
pig iron composite price rose last 
week to $33.15 a gross ton from 
the previous week’s figure of 
$32.23, an advance of 92 cents. 
The total advance from the level 
which existed before increases 
were made amounts to $3 a ton. 


Because scrap prices today are 
dictated entirely by free market 
conditions and the gyrations ac- 
centuated by intense competition 
among steel producers, there was 
no indication last week as to when 
a price reaction may be expecte¢ 
to set in. Efforts by the Govern- 
ment to unloosen WAA surplus 
equipment which will be ciassi- 
fied as scrap are underway, bu! 
some time may elapse before such 
action furnishes aid to scrap con- 
sumers or may be expected to al- 
fect scrap prices. Meanwhile stee: 
producers are finding their stee!- 
making costs mounting rapidl) 
because of scrap costs. 

While higher scrap costs ma! 
have some bearing on the fina 
outcome of wage negotiations, the 
total efect may not be in propor- 
tion to the current magnitude 0} 
the scrap problem. Furthermore 
increased living costs which are 
also expected to be temporal) 
will match the temporary his" 
level in scrap quotations, as bal- 
gaining factors, “The Iron Age 
points out. 

No final action will be take! 
on wage negotiations until th¢ 
portal-to-portal problem has beer 
definitely settled by Congress. The 
company and union have only 
About six more weeks in which 
to reach a satisfactory agreement. 

When the portal-to-portal 15- 
sues are settled. the Steel Corpo 
ration and the USWA will wit)- 
out doubt reach a quick agree- 
ment unless some unusual chang 
in the current temper of bot 





sides occurs. It is still a 800% 
probability, the above trade aU 
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hority states, that before the final 
‘o-eements are reached, the Steel 
~ompany will make some move 
eflecting a moderate decrease in 
the delivered price of steel while 

t the same time donceding a 

jodrate wage increase with some 
kocial benefits demanaed by the 
ynion. 

The American Iron and Steel 
Institute announced on Monday of 
this week the operating rate of 
<teel companies having 93% of the 
<tee] capacity of the industry will 
be 96.4% of capacity for the week 
peginning March 17, 1947, as com- 
pared with 95.8% one week ago, 
94.1% one month ago and 88.9% 
one year ago. This represents an 
increase of 0.6 points or 0.6% from 
the preceding week. 

The week’s operating rate is 
equivalent to 1,686,900 tons of 


steel ingots and castings com- 
pared with 1,676,400 tons one 
week ago, 1,646,700 tons one 


month ago and 1,566,800 tons one 
year ago. 

Electric Production—The Edi- 
son Electric Institute reports that 
the output of electricity decreased 
to 4,786,552,000 kwh. in the week 
ended March 8, 1947, from 4,797,- 
099,000 kwh. in the preceding 


week. Output for the week ended | 


March 8, 1947, was 21.1% above 
that for the corresponding weekly 
period one year ago. 


Consolidated Edison Co. of New 
York reports system output of 
208,800,000 kwh. in the week 
ended March 9, 1947, compared 
with 183,190,000 kwh. for the cor- 
responding week of 1946, or an 
increase of 14.0%. Local distribu- 
tion of electricity amounted to 
196,300,000 kwh, compared with 
180,200,000 kwh. for the corre- 
sponding week of last year, an 
increase of 8.9%. 

Railroad Freight Leadings—Car 
loadings of revenue freight for 
the week ended March 8, 1947, 
totaled 805,789 cars, the Associa- 
tion of American Railroads an- 
nounced. This was a decrease of 
44,242 cars, 5.2% below the pre- 
ceding week, and 19,600 cars or 
25% above the corresponding 
week for 1946. Compared with 
the similar period of 1945, an in- 
crease of 38,734 cars or 5.0% is 
shown. 

. Paper and Paperboard Produc- 
tion— Paper production in the 
United States for the week ended 
March 8, was 104.5% of mill ca- 
pacity, against 108.5% in the pre- 
ceding week and 103.4% in the 
like 1946 week, according to the 
American Paper & Pulp Associa- 
tion. This does not include mills 
froducing newsprint exclusively. 
Paperboard output for the same 
week was 102%, compared with 
102% in the preceding week and 
99% in the corresponding week a 
year ago. 

Business Failures Remain High 
—Commercial and industrial fail- 
ures, although declining from the 
previous week, continued in the 
week ending March 13 to be three 
times as high as in the corre- 
sponding week last year. Dun & 
Bradstreet, Inc., reports 51 con- 
cerns failing in the week just 
ended, as compared with 58 in 
the previous week and i7 a year 
ago. 

All of the decline from last 
week’s level appeared in the large 
failures with liabilities of $5,000 
©r more. Concerns failing in this 
siz€ group, despite falling from 
52 a week ago to 38 this week, 
were still three times as numerous 
aS In 1946 when only 13 were re- 
ported. On the other hand, small 
failures with losses under $5,000 
showed an increase in the week 


Just ended. Numbering 13 these 


small failures doubled the six oc- 


‘curring in the previous week and 


were three times as frequent as 
4ast year when only four occurred. 

Manufacturing with 21 and re- 
tailing with 19 accounted for 
tour-fifths of the week's total fail- 
ures. Manufacturers failing, down 
a little from last week’s total of 
28, nevertheless were about twice 


“as heavy as in the same week of 


1946. In retail trade, failures not 


only were higher than a week ago, 


but, compared with last year, 
there were almost two times as 
many. Retailers failing this year 
numbered 19 against only two in 
the corresponding week of 1946. 
No more than five concerns failed 


in any other trade or industry 
group. 

Thirty-three of the 51 failures 
during the week were concen- 


trated in the Middle Atlantic and 
Pacific States. The second-highest 
number, 15, occurred in the Pa- 
cific States, the only region where 
ailures showed an increase from 
the record last week. 

Canadian failures numbered 
three against ten last week and 
one in the comparable week a 
year ago. 

Wholesale Food Price Index De- 
clines—A downturn in _ butter, 
livestock and some pork products 
'overbalanced continued advances 
in other foodstuffs, resulting in 
the first decline in six weeks in 
the Dun & Bradstreet wholesale 
food price index. The March 11 
figure at $6.70, fell 1.00% under 
the all-time high of $6.77 recorded 
\4 week earlier, but was 0.7% 
,above the $4.17 for the like cate 
a year ago. 

Individual advances during the 
; week included flour, wheat, corn, 
rye, oats, barley, lard, coffee, cot- 
tonseed oil, cocoa and eggs. De- 
clines took place in hams, bellies, 
‘butter, potatoes, steers, hogs and 
| jambs. The index represents the 
sum total of the price per pound 
lof 31 foods in general use. 


Daily Wholesale Commodity 
Price Index—The daily wholesale 
commodity price index, compiled 
by Dun & Bradstreet, Inc., regis- 
tered a further sharp rise in the 
past week although some _ food 
items showed signs of irregularity 
‘toward the close of the period. 
i'The index figure advanced to a 
new postwar peak of 263.46 on 
March 10, and closed at 263.34 on 
March 11. This represented a gain 
of 2.1% over the 257.89 recorded 
on March 9, and compared with 
| 186.75 on the corresponding date 
a year ago. 

Grain markets were again active 
and despite minor setbacks at 
times, the upward movement 
which began early last month has 
carried current prices to new sea- 
sonal highs and in many cases to 
the highest levels in many years. 
During the week, wheat and oats 
ga:ned about 12 cents per bushel, 
corn 13 cents, rye 20 cents and 
barley 7 cents. The main stimu- 
lant in the advance was the per- 
sistent talk of huge quantities of 
foodstuffs being required for ex- 
port during the coming year. 

Trading in grain futures on the 
Chicago Board of Trade totaled 
282,000 bushels last week, the best 
volume recorded in more than six 
years. The condition of the Win- 
ter wheat crop was said to be well 
above normal for this period, 
having received much-needed 
moisture last week in the western 
and southwestern portions of the 
belt. Trading in lard was slower 
although prices rose to a new 28- 
year peak. Livestock markets 
were somewhat irregular, with 
steers, hogs and lambs showing 
some recession in the week. 

Despite a sharp reactionary 
movement last Friday, cotton val- 
ues in both futures and spot mar- 
kets extended their recent gains 
last week. The setback was short- 
lived and the New York spot 
quotation showed a net advance 
of 133 points for the week, closing 
at 35.88 cents per pound, the 
highest since mid-October. The 
continued rise was attributed in 
large part to reports to the effect 
that decontrol of cotton textiles 
for export would become effective 
March 15 and that the 2-cent cot- 
ton export subsidy rate would be 
continued for the time being. 
Other stimulating factors were 
fairly active mill price fixing and 
the underlying tightness 1n the 
supply position of the staple. 
Regisirations under the cotton ex- 
[port sales program were large 














despite the reduction jn the ex-. 





port subsidy payment from 4 to 2 
cents per pound on Feb. 13. Ex- 
port sales for the week ended 
March 1 totaled 63,150 bales, the 
largest since the week ended Feb- 
ruary 1. Act.vi.y in carded gray 
cotton cloth markets continued, 
with principal interest displayed 
in sheetings, print cloths and other 
light weight goods. Substantial 
yardages were reporied booked 
for third and fourth quarter de- 
livery at rising prices. 

Although some improvement in 
the undertone was noted in the 
Boston wool market, trading in 
domestic wools was at a minimum 
as a result of the fur.her advance 
in CCC selling prices which weat 


into effect March 1. The rise 
ranged from 1 to 3 cents per 
pound, clean basis. Activity in 


spot foreign wools was also very 
limited. 

Retail and Wholesale Trade— 
Retail trade increased slightly last 
week as mild weather served to 
encourage shoppers in most sec- 
tions of the country, states Dun & 
Bradstreet, Inc., in its weekly 
summary of trade. Eastern fashion 
previews stimulated interest in 
women’s Spring apparel. Inven- 
tories of durable goods continued 
to improve and food volume re- 
mained at the high levels of pre- 
vious weeks. Tota] retail volume 
was moderately above that of the 
corresponding 1946 week. 

Many stores continued clearance 
sales of Winter clothing and furs 
and the response was moderate. 
Demand for Spring apparel also 
increased moderately as favorable 
weather spurred many consumers 
to begin their Easter shopping. 
In‘erest in women’s apparel was 
directed primarily toward me- 
dium-priced suits and_ blouses. 
Men’s wear volume’ remained 
steady w:th a more plentiful sup- 
ply of shirts and other furnishings 
reported. 


Total food volume remained at 
a high level the past week with 
most staple items in adequate 
supply. Price increases on such 
basic commodities as bread, meat 
and dairy products caused total 
dollar volume to rise slightly over 
that of the previous week. Stocks 
of fruits and vegetables were am- 
ple. Current interest for canned 
fish was high reflecting the usual 
Lenten season demand. 


Buying of most household arti- 
cles. and major appliances con- 
tinued brisk. Consumers were 
more inclined to resist poor quality 
rather than high prices. Improve- 
ments in the supply of lumber, 
building materials and general 
hardware were reported. Con- 
sumer demand for beds, mat- 
tresses and bedsprings remained 
strong. Customer preference for 
nationally advertised radios and 
refrigerators continued. 

Retail volume for the country 
in the week ended last Wednes- 
day was estimated to be from 6 to 
10% above that of corresponding 
week a year ago. Regional esti- 
mates exceeded those of a year 
ago by the following percentages: 
New England 7 to 11, East 10 to 
14. Middle West 7 to 11, North- 
west 12 to 16, South 2 to 6 and the 
Pacific Coast 5 to 9. The South- 
west declined 1 to 5%. 


An increase in the number of 
buyers registered in many whole- 
sale centers resulted in a slight 
rise in wholesale activity in the 
week with dollar volume mode- 
rately above that of a year ago. 
Buyers inspected merchandise 
carefully for quality and salabil- 
ity and many retailers reported 
that they were refraining from 
placing any but fill-in orders un- 
til inventories have been reduced. 

Department store sales on a 
country-wide basis, as taken from 
the Federal Reserve Board’s in- 





dex for the week ended March 8, | 


1947, increased by 9% above the 
same period of last year. This 
compares with an increase of 10% 
in the preceding week. For the 
four weeks ended March 8, 1947, 
sales increased by 9% and for the 
year to date by 138%. 

Moderate gains featured retail 


trade in New York with sales 
volume estimated at 5 to 10% 
higher than a year ago. In apparel 
goods lines sales failed to advance 
in volume, notwithstanding the 
fact that Easter arrives two weeks 
earler than last year. Housefur- 
nishings and durable goods regis- 
tered most of the gains in trade. 

Reorders were moderate for the 
week in wholesale markets with 
retailers exhibiting increased re- 
luctance toward heavy commit- 
ments. 

Moderate declines were noted in 
wholesale food prices for the first 








Secretary of the Interior J. 


Hawaiian Statehood Urged 


A. Krug, returning from a 24,000— 


time in the last month and a half. 
Lower butter, livestock and some 
pork prices offset continued ad— 
vances in other products. 

According to the Federal Re- 
serve Board’s index, department 
store sales in New York City for 
the weekly period to March 8, 
1947, increased 8% above the 
same period last year. This com- 
pared with an increase of 14% in 
the preceding week. For the four 
weeks ended March 8, 1947, sales 
rose 10% and for the year to date 
increased to 15%. 


SS 


mile tour of the Pacific which included conferences with General 
Douglas MacArthur in Tokyo, on March 5 urged that Hawaii be given 
Statehood at an early date and that other civilian Islands be placed 
under civilian rule, Associated Press Washington advices stated. 


The group which accompanied Mr. 
sentatives Norris Poulson (R.-* 
Cal.) and Clair Engle (D.-Cal.), 
and the Delegate Joseph Harring- 
ton of Hawaii. Mr. Krug is re- 
ported to have told newsmen, that: 
“we were all greatly impressed 
by the development of Hawaii, 
especially by its government. I 
feel more strongly than ever that 
this is the time for Hawaiian 
statehood.” 


He said that General MacArthur 
believes statehood for Hawaii 
would help to “bring democracy | 
to Japan,” and that eventually the 
Japanese themselves may serve | 
as a bulwark against “forms of 
government we do not like.” 


Hawaii now has a territorial 
form of government, which pro- 
vides less home rule than state- 
hood. When Mr. Krug visited the 
Islands in February he told a 
joint session of the Territorial 
Legislature that President Tru- 
man had assured him a few days 
before he had left the United 
States that he was firmly behind 
Hawaiian Statehood aspirations 
and would do everything he could 
to obtain it, a special dispatch 
from Honolulu to the New York 
“Times” stated on Feb. 28. 


In his statement upon his re- 
turn to this country Mr. Krug 
emphasized his belief that a 
greater degree of self-rule for 
other Pacific Islands is desirable, 
perhaps under a Congressional 
charter styled after the Virgin 
Islands charter form of govern- 
ment. It is further stated that 
Representative Engle said in an 
interview that civil government 
should be established in Guam 
and Samoa “as rapidly as they are 
capable of self-rule and to the 
extent that civilian government is 
consistent with military policy. 

He said that the prime reason 
for holding such Pacific Islands as 
the Marianas and Marshalls is 
“to keep some one else from get- | 
ting them.” 


On March 10 Fleet Admiral | 
Chester W. Nimitz, chief of naval 
operations, said he could see “no 
objection from a military or naval 
standpoint to the Hawaiian 
Islands achieving statehood.” In 
Associated Press Washington ad- 
vices on that day he was reported 
to have told the House Public 
Lands Committee that ‘before 
World War II, I entertained some 
doubt as to the loyalty of Ameri- 
can citizens of Japanese ancestry 
in the event of war with Japan.” | 
He added that “from my observa- 
tions during World War II, I no 
longer have that doubt. 

“During my service as Comman- 
der-in-chief of the Pacific Ocean 
area (December, 1941, to Novem- 
ber, 1945, in Hawaii), I had an 
opportunity to observe the people | 
of the Hawaiian Islands, and I| 
have great admiration and appre- 
ciation of the whole-hearted co- 
operation they gave to the war! 
effort.” The Associated Press ad- | 
vices March 10 also said: 

Four House members who in- 
troduced Uuxuwaiian statehood 
bills testified in support of ad- 
mitting the territory to the Un- 

ion: Representative Walter H. 











Judd, Republican, of Minnesota; 


Krug on his tour included Repre- 
Representative Robert Hale, Re- 
publican, of Maine; Representa 
tive Mike Mansfield, Democrat, 
of Montana, and Representative 
Dean P. Taylor, Republican, of 
New York. 

Governor Ingram M. Stain—. 
back, of Hawaii, here to testify 
in behalf of statehood for the 
territory, paid a call today om 
President Truman. 


Before the House Public Lands 
Committee on March 11 Gov. 
Stainback said that “the time 
has come” when territorial gov— 
ernment for Hawaii can no longer 
be endured. From the Associated 
Press we also quote: 


Gov. Stainback spoke in favor 
of legislation now being con- 
sidered by the Committee to 
make Hawaii the 49th State. 
He said statehood for Hawaik 
“has been brewing for more 
than a century,’ and added: 
“A territorial government is a 
transitory one, tolerable for a 
reasonable period, but not to be 
endured longer than is nec= 
essary to show that the people 
of the territory are capable of 
self-government. That time has 
come.” 


Knutson Sees No Need 
To Postpone Tax Cut 


Representative Harold Knutson 
(R.-Minn.), Chairman of the 
House Ways and Means Commit=— 
tee, who is author of a bill for a 
20% cut in personal income 
taxes, declared on March 13 that 
the foreign policy outlined by 
President Truman, with the likeli= 
hood of new financiel commit= 
ments abroad, need make no dif- 
ference in the Republican pro- 





| gram of tax reduction. This state- 


ment was made by Mr. Knutson, 
Associated Press Washington ad- 
vices reported, after his Com- 
mittee had heard Secretary of the 
Treasury Snyder express strong 
opposition to the tax cut. Mr. 
Snyder said that although he be- 
lieves substantial tax reductions 
can be made in the future, he did 
not consider it opportune to make 
them now. “It will ‘be time 
enough,” he told the Committee, 
“to enact tax reductions when 
and if there is definite evidence 
that the 1948 surplus is greater 
than prudence requires to be ap— 
plied toward reduction of the 
public debt.” 

The Treasury Secretary urged 
that any budget surplus should be 
applied against the public debt 
instead of being used for tax re- 
ductions. In any event he said that 
the administration was opposed to 
a 20% across the board tax cut 
on incomes up to $303,000 a year. 


If Congress is determined to cut 
taxes this year, he said, it should 
give greater benefits to the tax- 
payers with small incomes. How— 
ever, Chairman Knutson predicted 
that the Committee would report 
out a bill substantially in the form 
proposed by him. 
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As We See It 


(Continued from first page) 


can. Thus, so the story goes, 
we find Communism and 
Communistic tyranny being 
foisted upon the populations 
of countries bordering on 
Russia fror the Baltic to the 
northern boundary of Greece, 
as well as in China and a 
number of other Asiatic areas. 
Greece and Turkey are said 
to be next in line, and al- 
though for reasons not fully 
explained we have recently 
decided to permit China to 
stew in the heat Russian 
Communism is supplying, we 
have now determined to 
“save” Greece and Turkey 
from their fate. 


Such a version of current 
world events is_ certainly 
made to order as an appeal to 
American prejudices, Ameri- 
ean conceit, and American 
proselyting idealism, but 
does it accord with fact? Cer- 
tainly, there is another way of 
looking at these things, and 
the American people would 
be lacking in wisdom if they 
did not view them from all 
angles before they commit 
themselves irrevocably to any 
course of action such as the 
program for Greece and Tur- 
key inevitably implies. First 
of all, let us ask ourselves 
calmly whether this ‘‘ideo- 
logical” explanation of cur- 
rent events really explains, 
and whether this announced 
determination to defend our 
ideas of democracy every- 
where in the world with both 
guns and butter, is real or 
half-imaginary. 

Of course, there are many 
areas in the world far re- 
moved from Russia and from 
direct Russian influence 
where democracy as we un- 
derstand the term does not 
exist. In many of them it has 
never existed. Yet the Amer- 
ican people have not yet got 
into such a dreamlike state 
that they seriously considered 
sending either dollars or sol- 
diers to support or to aid dem- 
ocratic movements in such 
countries. The truth may be 
unpalatable to the rank and 
file in this country, but the 
fact is that there are many 
peoples in the world who 
plainly do not want our brand 
of democracy and would not 
know what to do with it if 
they had it. It is clear enough 
also that many are not par- 
ticularly interested in the 
matter. It would not be par- 
ticularly surprising if a num- 
ber of these are included 
among those countries bor- 
dering on Russia for whose 
liberties we are _ shedding 
tears from day to day. 


A Real Role? 


Let us be perfectly candid 
with ourselves. May it not 
be that “ideologies” really 
play a relatively minor role— 
if any at all—in this Greece- 
Turkey-Dardenelles issue, or 
for that matter in a number 
of other similar situations 
throughout Europe, the Mid- 





dle East and the Far East? 
May all this not be but an- 
other phase of the contro- 
versies which have kept 
world politics boiling for a 
century and a half or longer? 
Do not the British object to 
Russian influence or Russian 
dominance in the Near and 
Middle East now for precisely 
the same reason that they 
have objected to it since Rus- 
sia began to emerge as a 
world power? And let us ask 
ourselves this question: 
Should we be less antago- 
nistic to Russian pressures 
and Russian intrigues in the 
Near and Middle East if they 
were being conducted by a 
Czar, as, of course, they have 
been repeatedly conducted 
during the centuries? 


Is it not a fact that what 
we really fear, or at least 
what the managers of world 
politics really fear, is that 
Russia — not Bolshevism, 
Communism, or any other 
ideology, but just plain Rus- 
sia—wiil become too power- 
ful, too dominant in the 
world? Is it not a fact that 
we, as one of the two really 
powerful nations left in the 
world, are most of all nervous 
about permitting the other to 
grow more and more power- 
ful? And may it not be that 
Russia, in her turn, is suffer- 
ing from the old-fashioned 
fear of having her one real 
rival in the world extend its 
power by spreading out in, or 
rather across, the Pacific and 
by joining hands with Britain 
extending its interests and 
its military and naval power 
not only to Europe but to 
many other sections of the 
globe where Russia may well 
be directly concerned — in- 
deed has been concerned for 
a century or more? 


World Politics Still 


The answer seems to us to 
be that all this not only may 
be true, but beyond any rea- 
sonable doubt often actually 
is true. If such is the case, 
then the question arises as to 
whether world politics is not 
still world politics, and 
whether or not we are 
getting ourselves involved up 
to our ears in these issues and 
controversies which have 
caused innumerable lesser 
and two major world wars 
during the past century or 
two. We must not let the sur- 
face appearances of things de- 
ceive us. In none of the pre- 
vious occasions when such is- 
sues arose did the principals 
frankly avow their real aims 
or ambitions. There was al- 
ways this or that ‘cause’”— 
defense or “‘liberation”’ of peo- 
ples, or something else of the 
sort—to give the controversy 
a less unpleasing appearance. 


One difference appears to 
be genuine. It is doubtful if 
in the past the leaders of the 
various countries involved, 
the figures which made the 
decisions and formulated pol- 


: tions, 





' 


icies, ever let themselves be 
deceived by the propaganda 
by which their plans or pro- 
grams were supported at 
home or before the world. 
They had “interests” to serve 
which seemed to them to be 
vital to the welfare of their 
country and to its plans for 
the future. They did not send 
their funds or their legions to 
“liberate” down-trodden peo- 
ples or to support “ideologies” 
—except when such would 
serve other purposes which 
were primary. Last time we 
found even before the fight- 


'ing was over that we had been 


duped by old hands at inter- 
national intrigue. We—or at 
least many of us—thought we 
had learned our lesson. This 
time we appear to have been 
party to the duping of our- 
selves and whatever other 
idealists there are left in the 
world. 

Can we not strip these is- 
sues of their ideological non- 
sense and other deceptive col- 
oring—and then decide our 
future course? May Heaven 
help us if we can not. 


Bank Holding Company 
Curb Bill Proposed 


At the request of the Board of 
Governors of the Federal Reserve 
System a biil to govern bank 
holding companies has been in- 
troduced by Senator Tobey (R.- 
N. H.), Chairman of the Senate 
Banking and Currency Commit- 
tee, who said that the Board be- 
lieves the 1933 Banking Act is 
inadequate for supervision of the 
companies, according to Associated 
Press advices March 10 from 
Washington. The legislation pro- 
poses that all bank holding com- 
panies be required to register 
with the Federal Reserve Board, 
supply the Board with informa- 
tion from time to time on their 
financial situation and holdings, 
and submit to periodic examina- 
much the same as banks 
themselves. From Washington 
March 11 the “Wall Street Jour- 
nal” reported in part: 


The bill, similar to one in- 
troduced last session by Sen. 
Wagner (D.-N. Y.), was drawn 





up by the Federal Reserve 
Board, Sen. Tobey disclosed. 
Among other things, the bill 


prohibits “upstream loans” — 
loans from subsidiaries to par- 
ent companies. 

It also forbids inter-company 
sale of securities, requires bank 
holding companies to divorce 
themselves from any non-bank- 
ing subsidiaries and bars them 
from extracting exhorbitant or 
unreasonable managerial fees 
from any banks they control. 

At the same time, the New 
Hampshire Republican intro- 
duced legislation to extend until 
July 1, 1950, the Federal Re- 
serve Bank’s authority to buy 
government obligations directly 
from the Treasury. 

The Tobey bill would require 
all bank holding companies to 
register with the Federal Re- 
serve Board, supply the board 
with information from time to 
time on their financial situation 
and holdings, and submit to 
periodic examinations. 

A bank holding company is 
defined as any company which 
owns, controls, or holds power 
to vote i0% or more of the vot- 
ing shares of each of two or 
more banks, or any company 
which the Federal Reserve 
Board determines has such an 
influence over two or more 
banks as to make regulation 
necessary in the public interest. 


Douglas Assumes Post as Ambassador to Britain 


Lewis W. Douglas arrived in London on March 16 to ass 
his new post as Ambassador to Great Britain. Mr. Douglas left New 
York for his new duties on March 15 on an American Overseas Aj, 


lines Plane from LaGuardia Field 
according to the New York “Times 


ume 


and before his departure dec] 


are 
” of March 16, that a close rela vt 


tion. 


ship between the two nations “is one of the important factors jn ¢; 


1e 
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establishment of a lasting peace. 
use auued that President ‘fruman’s 
foreign policy speech was “a clear 
pronouncement that this time we 


‘are not going to withdraw from 


world affairs.” 
From the same paper we also 
quote: 

His mission, he said, was not 
made “more difficult nor easier” 
because of the President’s speech 
[on aid for Greece—Ed.] but he 
agreed his position had assumed 
an increasing importance owing 
to the speech. ; 

On the subject of the Presi- 
dent’s speech, Mr. Douglas as- 
serted: “I think it is a great 
State paper; it stated a foreign 
policy which I hope the Con- 
gress will approve.” In answer 
to another question as to the 
speech’s effect on peace, Mr. 
Douglas said that “if anything it 
increased the chances of peace.” 


With his arrival in London, As- 
sociated Press advices quoted Mr. 
Douglas as follows: 


The relationships between 
America and England _§ are 
stronger now than they ever 
have been,’ Mr. Douglas told 
newsmen at the airport. “I hope 
that during my term of office 
they will become even stronger. 
The U. S. Senate on March 5 

confirmed the nomination as Am- 
bassador to the Court of St. James 
of Mr. Douglas, who was named 


w — 


to the post by President Truman 
on Feb. 26, to take the place of 
O. Max Gardner, whose death oc- 
curred on Feb. 6 just before the 
time for his departure for Great 
Britain to assume the Ambassador- 
ship. Mr. Gardner’s death was re- 
ferred to in our issue of Feb. 29 
page 1057. The nomination of Mr. 
Douglas was noted in these co]- 
umns March 6, page 1295. 

The Senate Committce on For- 
eign Relations unanimously con- 
firmed the nomination on March 1; 
the Senate action, without debate, 
was also unanimous. In taking the 
oath of office on March 8 (admin- 
istered by Stanley Woodward, 
Chief of Protocol of the State De- 
partment) Mr. Douglas stressed 
the importance of Great Britain’s 
world position to the United 
States, it was indicated in special 
Washington advices to the New 
York “Times” on March 8, which 
also said: 


Mr. Douglas took the oath of 
office at a simple ceremony in 
the office of the Secretary of 
State. Among those present 
were Dean Acheson, Acting Sec- 
retary of State; Secretary of 
Commerce W. Averell Harri- 
man, the Ambassador’s prede- 
cessor in London; the Secretary 
of the Treasury, John W. Sny- 
der, and members of the Con- 
gress from Arizona, the home 
State of Mr. Douglas. 








Truman Names Group to Study Merchant Marin 


President Truman on March 11® 


appointed a committee of five in- 
dustrialists to advise him on mer- 
chant marine problems. Those 
named, according to a special dis- 
patch from Washington to the 
New York “Times,” were: 


K. T. Keller, President of the 
Chrysler Corp., Detroit, Chair- 
man; Marion B. Folsom, Vice- 
Chairman of the Business Ad- 
visory Council for the De- 
partment of Commerce and 
Treasurer of the Eastman Ko- 
dak Co., Rochester, N. Y., Vice- 
Chairman; Andrew W. Robert- 
son, Chairman of the Board of 
the Westinghouse Electric and 
Manufacturing Co., Pittsburgh; 
James B. Black, President of 
the Pacific Gas & Electric Co., 
San Francisco, and Vice Ad- 
miral Edward L. Cochrane, for- 
merly Chief of the Bureau of 
Ships, United States Navy, and 
President of the Society of 
Naval Architects and Marine 
Engineers. 


The new group, to be known 
as the Advisory Committee on 
Merchant Marine, said the 
“Times” will make a study of the 
whole merchant marine problem, 
together with representatives of 
the Navy Department and the 
Maritime Commission. Upon re- 
ceiving the Committee’s findings, 
President Truman hopes to have 
data on which to base legislative 
recommendations to Congress. In 
a letter to the new appointees, 
which was made public at the 
White House, the President indi- 
cated that the need was critical 
for construction, modernization 
and maintenance of an adequate 


e 
ment in Washington and New 
York welcoming Mr. Truman’s 
move which, advices to the 
“Times” continued, it declared, 


called attention to conditions 
“threatening continuation of a 





stable” merchant marine. The 
“Times” went on to say: 
The statement added that 


when the new committee meets, 
the Commission expects to dis- 
cuss its plan for a long-range 
passenger-liner building pro- 
gram. This program was cur- 
tailed last year due to the scar- 
city of materials. 

The commission said the war 
had left an unbalanced fleet, 
large in size, but consisting 
principally of Liberty ships and 
other cargo vessels built ex- 
pressly for war use. Of the 130- 
odd pre-war passenger and 
comb:nation passenger - cargo 
vessels used in the war as trans- 
ports and fleet auxiliaries, many 
will be laid up, scrapped or 
sold. Reconversion of the re- 
maining few modern ships 1s 
being done at considerable ex- 
pense. 

The Commission stressed the 
importance of maintaining suf- 
ficient passenger facilities for 
national security purposes, 
above the needs for competi- 


tion with other maritime na- 
tions. 


NAM Patent Research Post 
Goes to Howard Blood 


Howard E. Blood, President of 
the Norge Division, Borg-Warner 








fleet of passenger and freight ves- 
sels to serve United States com- 
merce. 


“I feel.” President Truman 
wrote, “that the whole program 
should be carefully studied in al 
its phases by a group of citizens 
equipped by background 
training to counsel the Govern- 
ment and assist it in formulating 
a program to strengthen our mer- 
chant marine.” 


Shipping circles have been quick 
to express satisfaction with the 





President’s action. The Maritime 
Commission Sssued an announce- 


and | 


Corp., Detroit, has accepted the 
|Chairmanship of the Patent and 
|Research Committee of the Na- 
tional Association of Manufactur- 
/ers, it was announced on March 
|14 by Earl Bunting, NAM Presi- 
dent. An airplane pilot in World 
| War I, Mr. Blood served as ex- 
ecutive officer at McCook Field, 
Dayton, Ohio. In 1927 he organ- 
|ized Norge Corp., which took over 
_the common stock of Detroit Gear 
_& Machine Co., and merged with 
‘Borg-Warner Corp. two years 
later. 
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Steel Output Reaches New Peacetine Peak— 
Consumers Hold Gurrent Prices Are Too High 


More than 68% of steel consumers believe that current 


prices are too high and some of 


tneir order volume because of this situation. a 
made by The “Iron Age,’ national metalwo 
its issue of today (March 20) further states 

“Even more important in relation to future 


steel 
these firms have already reduced 
ccording to a survey 
orking paper, which, in 
as follows: 





policies is the fact that more than@— 


26% of steel users either expect 
to change their source of supply 
or are thinking about it. 

“The action of Carnegie-Illinois 
Steel Corp. this week in making 
mode: ate reduction in the deliver- 
ed price of several steel products 
by reducing extra charges is be- 
lieved to have been a recognition 
of the present consumer state of 
mind. The action of the United 
States Steel subsidiary is expected 
to be followed by other steel 
makers of similar products. Ad- 
ditional products may be affected 
later. 

“The most important change 
announced by Carnegie-Illinois in- 
volved a revision of extras on 
plates which will average about 
$2 a ton reduction on that product. 
The change in steel bar extras 
will average about $1 a ton down- 
ward for that product. Taken to- 
gether the saving to the consumer 
as a result of these two major 
cuts in the delivered price will 
exceed $15 million on an annual 
basis, assuming other companies 
fall in-line. 

“In no case was the base price 
of steel products affected in the 
reductions made this week. The 
extra charge revisions were the 
result of a test on the increases 
made in extra charges last Decem- 
ber and early January. The steel 
company realistically eliminated 
that portion of those advances 
which could not be substantiated 
by actual production cost. 

“This moderate decrease in the 
price of delivered steel may be 
the forerunner of basic changes 
as the steel industry attempts to 
do its part in resisting the current 
inflationary movement in prices. 
It is also an indication that the 
industry will hold out for a mod- 
erate wage increase and the evi- 
dence still points to no definite 
action in that direction until the 
portal-to-portal problem is settled 
by legislation. There is practical- 
ly no chance of a steel industry 
tieup. If the deadline set forth by 
the steel corporation and the un- 
ion is reached before the portal 
question is satisfactorily settled, it 
is anticipated that the company 
and the union will extend their 
contracts again. 

“While first quarter earnings in 
the steel industry are expected to 
be somewhat higher than in the 
fourth quarter, a slight damper 
will be placed upon these figures 
by the certainty that any sub- 
sequent wage agreement reached 
will entail a substantial retroac- 
live wage bill. It is for that reason 
that the steel union is content to 
pursue a conservative method of 
action, especially when it is more 
than likely that both sides have 
reached a definite agreement on 
the retroactivity of the wage in- 
crease to be granted. 

“Scrap markets throughout the 
country continued strong durin; 
the past week. As a result of mi- 
nor changes at Pittsburgh and 
Philadelphia, The ‘Iron Age’ steel 
scrap! Composite this week moved 
pee $38.75 a gross ton to $39.67 a 

:os$' ton up 92 cents a ton.” 


The, American Iron and Steel 
Institute this week announced that 


telegraphic reports which it had 
received indicated that the oper- 
ating rate of steel companies hav- 
Ing 93% of the steel capacity of 
the industry will be 96.4% of 
Capacity (another new postwar 
high) for the week beginning 
March 17, compared with 95.8% 
one week ago, 94.1% one month 
ago and 88.9% one year ago. The 
operating rate for the week begin- 
ning March 17, which is also the 
highest since the week of April 2, 
1945 when the rate was 96.9% of 


capacity, is equivalent to 1,686,900 nounced changes, pushed ‘Steel’s’ Merit Consideration 


steel company sales 
tons of steel ingots and castings, 
compared to 1,676,400 tons one 
week ago, 1,646,700 tons one 
month ago and 1,566,800 tons one 
year ago. 

“Steel,” of Cleveland, in its 
summary of latest news develop- 
ments in the metalworking indus- 
try, on March 17 stated in part as 
follows: 


“The boiling scrap iron and 
steel market continued last week. 
There were, however, a few signs 
hinting of possible tapering of ac- 
tivity with some consumer resist- 
ance to the high prices noted, and 
one large Pittsburgh steelmaker 
reported having canceled at least 
one contract with material flow- 
ing in substantial volume. 

“There was no warrant to as- 
sume that the market is about at 
a turning point since in other di- 
rections renewed upward pres- 
sure on the price structure was in 
evidence with several mills that 
had been withholding orders re- 
suming purchasing. 

“Buoyancy generally character- 
izes the metallics, and the infla- 
tionary tone has not been relieved 
by President Truman’s address to 
Congress on the grave interna- 
tional situation. Price revisions 
last week, however, in the main 
were more in the nature of wider 
adoption of higher levels an- 
nounced the preceding week. 

“With steel production booming 
along at a record-breaking peace- 
time pace, increasing attention is 
being riveted on likely market 
developments over coming months. 
Generally, demand -supply bal- 
ance is expected to be struck in 
most. steel products by midsum- 
mer, flat-rolled items being an 
outstanding exception in this re- 
spect since little hope is held out 
for relief in these products until 
late in the year at earliest. 


“In view of prospective easier 
supply conditions in- general steel 
sellers are preparing for intensive 
sales competition after midyear. 
This, in turn, is generating spec- 
ulation with respect to the prob- 
able trend of steel prices over the 
fag end of the year, and some ob- 
servers are expressing the view 
an easing in quotations would not 
be altogether surprising, begin- 
ning with the waiving of certain 
extras. This, it is said, will be 





| especially true should production 
'continue uninterruptedly and fur- 
ther sharp increases in labor and 
, other costs be avoided. However, 
recent raw material price in- 
! creases may temporarily force up- 
‘ward revisicns in some semi- 
finished steel items which would 
serve as a brake on the market 
generally. 

“As regards scrap, bell-wether 
in the current inflationary spiral, 
opinion increasingly is voiced that 
| once the peak is attained, a def- 
inite, and perhaps, sharp reaction 
can be expected. This market, it 
is beiieved, has advanced too rap- 
j idly for any sustained period of 
stabilization to follow once the 
top is reached, especially as spring 
' weather opens up dormant supply 
sources. 

“Steel supply continues tight 
but tension is relaxing here and 
'there. Flat-rolled specialties, such 
‘as stainless sheets, and, in some 
degree, electrical sheets show an 
easing tendency. Hot and cold- 
rolled sheets and strip, galvanized 
‘and enameling sheets show little 
change from previously reported 
tight supply positions. Plates also 
are scarce, second only to sheets 
and strip with some producers 





composite price averages on these 
products higher, pig iron rising 


|from $32.11 to $32.49, and steel- | 


making scrap from $35.58 to 
$36.58. The composite prices on | 
tinished steel held unchanged at! 
$69.73 and on semifinished steel 
at $52.10.” 





Graduate School of 
Banking Faculty 


The group of men who consti- 
tuted the faculty of The Graduate 
School of Bank.ng when it opened 
on ihe campus of Rutgers Univer- 
sity in 1935 will be honored at the 
annual iuncheon of the faculty 
which will be held at the Bilt- 
more Hotel here on Saturday, 
March 29, in connect.on with its 
regular spring meeting, it was 
made known on March 14. 

The meeting, which is held at 
chis time each year, is in the na- 
ture of a conference on Graduate 
School activities and the comple- 
tion of plans for the summer s2s- 
s.on which will be conducted at 
Rutgers University in New 
Brunswick, N. J., during the last 
two weeks of June. The original 
faculty of ten has now expanded 
to more than fifty in response to 
the growing student body and the 
need for lecturers on various sub- 
jects. Most of these men are ex- 
pected to be present. What will 
be, perhaps, the most important 
item of business before the faculty 
meeting, says the announcement, 
is the completion of arrangements 
to take care of the largely ex- 
panded student body. 


The school will open this sum- 
mer at New Brunswick on June 
16. The graduation exercises will 
be held on Friday, June 27. Up 
to June, 1946, there have been 
ten graduating classes, and di- 
plomas have been given to 1,50. 
bank officers. As has been the 
practice for the past several years, 
the alumni of The Graduate 
School will hold its annual re- 
union concurrently with the fac- 
ulty meeting, having an all-after- 
noon conference at the Biltmore 
Hotel and finishing with a dinner 
in the evening. The reunion will 
be in charge of the class of 1945. 
A committee of that class ap- 
pointed by Berford Brittain, Jr., 
Second Vice President of the Con- 
tinental Illinois Bank and Trus: 
Company of Chicago, has pre- 
pared the program. 

There will be four forums dur- 
ing the afternoon: One will be on 
Commercial Banking with Dr. 
Benjamin H. Beckhardt, econ- 
omist of the Chase National Bank, 
New York, leading the discussion 
on “Observations on the Euro- 
pean Situation’; and George 
McGowan, Vice President of the 
Corn Exchange Nalional Bank & 
Trust Co. in New York, on ‘“Re- 
consideration of Trust Receipt 
Principles.” At the Investments 
forum, Steven M. Foster, economic 
adviser to the New York Life In- 
surance Co., will speak on “U. 5S. 
Government Bonds”; Charles L. 
Bergmann, partner, R. W. Press- 
prich & Co. in New York, will 
speak on “Railroad Securities’; 
and John S. Linen, Vice President, 
of the Chase National Bank, New 
York, will discuss “Buying & 
Selling Municipal Securities.” The 
Savings Management forum will 
hear Professor A. Anton Fried- 
rich, professor of Economics, New 
York University, on “The Eco- 
nomic Outlook for the Period 
Ahead”; Paul Albr:ght, Secretary, 
New York Savings Banks Assocli- 
ation, will speak at this session on 
a subject to be announced. The 
fourth forum will be on Trusts. 
A. James Casner, Professor of 
Law, Harvard Law School, will 
discuss “The Future of In‘er 
Vivos Trusts in Light of T.D. 
5488”; Gilbert T. Stephenson, 
Trust Research Director, The 
Graduate School, will d:scuss 
“Business Provisions of Wills and 
Trust Agreement”; J. Frank Hon- 





virtually out of the market. 
“Last week various adjustments 

in pig iron and scrap prices, 

largely reflecting previously an- 


old, Second Vice President, Chase 
‘National Bank, New York, will 


with Investment Problems of 


Small Trus.s.” 

The committee of the class of 
1945 in charge ot the reunion con- 
sists of: Lelana D. Judd, assistant 
Vice-President, Lincoln Roches- 
ter (N. Y.) Trust Co.; Harold E. 
Hardiman, Assistant Cashier, 
Chase National Bank, New York’ 
Edward S§S. Atwater, Assistant 
Treasurer, Fidelity Union Trust 
Company, Newark, N. J.; Francis 
B. Bowman, Second Vice Presi- 
dent, Chase National Bank, New 
York, and Louis Peterson, Colon- 
ial Trust Company, New York, 
Secretary of the class is Carl W. 
Trempf, Second Vice President of 
the First National Bank, Boston, 
Mass. 


ABA Savings Div. and 
Mutual Savs. Ass’n to 
Coordinate Activities 


Staff officers of the American 
Bankers Association and of the 
Mutual Savings Banks Associa- 
tions were guests in New York on 
March 6 of J. R. Dunkerley, Dep- 
uty Manager of the American 
Bankers Association and Secre- 
tary of its Savings Division, at a 
luncheon. The meeting was held 
in the Hotel Pennsylvania in con- 
nection with the Eastern Regional 
Savings and Mortgage Confer- 
ence. Mr. Dunkerley referred to 
the broadened activities of the 
savings banks associations and 
those of the American Bankers 
Association as aggressive efforts 
to meet urgent demands in the 








present banking situation. He 
complimented the officers of the 
savings banks associations for 


their cooperation with the ABA 
through the years which has re- 
sulted in a supplementing of each 
other’s activities rather than a du- 
plication of effort. In his remarks, 
Mr. Dunkerley said: 


The enlarged programs of all 
the associations require that we 


| ing 


Conference on 
UNESCO in Phiia. 


nationai Cu....-ence on 
UN#&£SCO (the Unicey wWaticns Ed- 
ucational, Scien.iic anu Cultural 
Organization), will pe held at 
Philadelphia, March 24-26, and 
will be attendea by representa- 
tuves of approximately a tnousand 
organizations, The purpose of the 
conference, which is being ar- 
ranged by the United States Na- 
tional Commission for UNESCO, 
is to work out plans by which the 
American people can take part in 
UNESCO’s program for promoting 
peace through educational, scien- 
tific and cultural cooperation. The 
Department of State at Washing- 
ton, in making this known on 
Feb, 26, further said in part. 


“The program oft the conrerence 
will include reports by members 
of the Amcrican delegation who 
attended the first meeting of the 
international organization, held in 
Paris last December. Delegates 
expected to be present at the 
meeting include: William Benton, 
Assistant Secretary of State: for 
Public Affairs; Arthur H. Comp- 
ton, Chancellor, Washington Uni- 
versity; Mrs. Anne O’Hare Mc- 
Cormick, member, Editorial Board, 
New York ‘Times’; George D. 
Stoddard, President, University of 
Illinois; Chester Bowles, .former 
Administrator, Office of Price Ad- 
ministration; Milton S. Eisen- 
hower, President, Kansas State 
College; Charles S. Johnson, Pres- 
ident, Fisk University; and George 
N. Schuster, President, Hunter 
College. UNESCO’s plans for help- 
ing war-devastated countries re- 
build their devastated educational 
systems will be discussed: by Dr. 
) Bernard Drzewieski, Director of 
the reconstruction and rehabilita- 
tion section of the Organization. 
| “Section meetings will study 
UNESCO’s program for’ promot- 
international understanding 
through schools, radio, press, films, 
and international cooperation by 





be more diligent than ever tc 
see that our activities are sc 
well coordinated that our mem- 
bers will know that we are pro- 
viding them with the most effi- 
cient services at the lowest pos- 
sible cost. There is almost no 
limit to the amount of construc- 
tive work which the associations 
may perform. If each is doing 
its utmost along the lines that 
each association is best fitted 
to do, there will be work still 
to be done because of a lack of 
personnel and the funds to do it 


Among those attending the 
meeting were: John W. Sand- 
stedt, Executive Secretary, Na- 


tional Association of Mutual Sav- 
ings Banks, New York, N. Y.; Ken- 
neth McDougall, Executive Man- 
ager, Savings Banks Association 
of Massachusetts, Boston, and 
President of the Eastern Secre- 
taries Conference; Walter R. Wil- 
liams, Jr., Executive Secretary 
Savings Banks Association of the 


State of New York, New York: 
Nute B. Flanders, Executive Sec- 
retary, Savings Banks Associa- 
tion of New Hampshire, Concord 
N. H.; Percy B. Menagh, Execu- 
tive Secretary, New Jersey Sav- 
ings Banks Association, Newark, 
N. J.; Harold W. Roberts, Execu- 
tive Secretary, Savings Banks As- 
sociaticn of Connecticut, Hart- 
ford, Conn.; L. A. Tobie, Vice- 
President of the Savings Division, 
American Bankers Association, 
and President, The Meriden Sav- 
ings Bank, Meriden, Conn. 

Dr. Harold Stonier, Executive 
Manager; William T. Wilson, Dep- 
uty Manager and Secretary of the 
State Association Section; and 
Howard B. Smith, Director of the 
Department of Real Estate Fi- 
nance, were in attendance as rep- 
resentatives of the American 
Bankers Association in addition to 





discuss “Two Vehicles Which 
in. Dealing 


Mr. Dunkerley. 





scholars and scientists. Attention 
will also be centered on ways in 
which local communities can take 
part in furthering the aims of the 
Organization.” 
Arrangements for the confer- 
ence are under the direction of 
Milton S. Eisenhower, Chairman 
of the United States National 
Commission for UNESCO. 


— 


Norton Named New 
State Dept. Aide 


An additional Assistant Secre- 
tary of State in the field of eco- 
nomic relations was appointed on 
March 12 by President Truman, a 
special dispatch from Washington 
to the New York “Times” stated. 
Garrison Norton of New York, 
was named Assistant Secretary for 
Aviation, Shipping and Telecom- 
munication Activities, and in that 
capacity will serve as assistant 1o 
William L. Clayton, Under-Sec- 
retary of State for Economic Re- 
lations. The “Times” advices fur- 
ther said: 

The announcement was made 
as a result of the vacancy 
caused by the resignation of 
James Clement Dunn as Ambas- 
sador to Italy. Mr. Dunn*had 
been Assistant Secretary of 
State for Political Affairs, hav- 
ing jurisdiction over geograph- 
ical areas. 

The State Department indi- 
cated that no Assistant Secre- 
tary would be appointed for this 
field. Instead the directors of 
geographical offices—those for 
Europe, the Near East, Africa 
and the Far East—are expected 
to report directly to Dean Ache- 
son, Under-Secretary of State. 
Mr. Norton has been director of 

the State Department's Office of 
Transport and Communications 
since last July. Previously he was 


Deputy Director of that office. 
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the lowest level known in 
years of history,’ and it recom- 
mended that the United States and 
Britain each spend half of $951,- 
000,000 on German relief. 


to Congress 
were reported to have been stated 
specifically, as follows, according 
to Associated Press advices in the 
New York “Sun” of Feb. 28: 
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Hoover Outlines European Relief Needs 


The day after he had submitted 
to President Truman a report of 
Germany’s 
and other European nations’ food 
needs. in which he recommended 
that the United States spend $475,- 
000,000 for the relief of Germany 
alone during the balance of this 
year and through the first half of 
President Herbert 
the 
House Foreign Atfairs Committee 
on a proposed bill to expend $350,- 


his recent survey of 


1948, former 


Hoover gave his views to 


000,000 in five other European 


countries and China. Mr. Hoover, 
according to Associated Press dis- 
patches from Washington, Feb. 28, 


urged Congress to put American 
relief abroad on a loan rather than 


a gift basis, and to establish the 


post of Foreign Relief Adminis- 


trator to coordinate this country’s 


emergency relief missions. 
President Truman later declined 


at a news conference to comment 


on Mr. Hoover’s statement, saying 


that he had not yet had opportu- 
nity to study it, The Hoover re- 
port to the President, which was 
fZiven in our issue of March 6, 


(page 1293), 


declared, 
German 


masses had 


that the 
“sunk to 
100 


Mr. Hoover’s recommendations 


for handling relief 


1. No relief other than food, 
medicine, seed and fertilizers 
should be furnished under all 
relief appropriations. In some 
cases limited supplies of cloth- 
ing might be included. 

2. Relief under our contribu- 
tions should be limited to United 
States products and to transpor- 
tation. We should not use Amer- 
ican dollars to purchase else- 
where. 


3. None of the funds should 
be used for countries which are 
able to pay in cash or secure 
credit or supplies through other 
channels. 

4. Further careful estimate of 
need and costs of relief should 
be made after full consideration 
on the ground by specialists ap- 
pointed by the United States 
Department of Agriculture, the 
United States Public Health 
Service and the International 
Emergency Food Council. 

5. The distribution should be 
continuously under the super- 
vision of, and satisfactory to, 
specialists from the agencies 
named. 

6. No obligation or promise 
should be entered into with any 
country for any specific amount 
of relief; the distribution must 
be on a month-to-month pro- 
gram terminable at any time. 

7. No food from relief or do- 
mestic production in any needy 
country should be used for po- 
litical pressure and there should 
be no racial or other discrimina- 
tion. 

8. No relief should be given 
where either commodities or 
cash are going out of such na- 
tion for reparations or the pur- 
chase of arms. Such commodi- 
ties or cash should be used to 
pay for food. 

9. Any nation receiving relief 
should obligate itself to pay the 
cost thereof, either to the United 
States and other donors or pref- 
erably to a fund to be estab- 
lished by the United Nations for 
future famine relief. 

Mr. Hoover said nations re- 
ceiving reparations from coun- 
tries on relief should be asked 
to defer such claims until relief 
costs have been paid—an opin- 
ion likely to bring a dissent 
from the Soviet Union which 
has sought payments from Italy 


assure repayment by a tax of 

5 or 10% on all of their exports, 

with the payments to begin in 

two or three years. 

After completing a food survey 
of Germany and Europe as Presi- 
dent Truman’s special envoy, for- 
mer President Herbert Hoover re- 
turned to the United States by 
Army transport plane on Feb. 23, 
but said that he would make no 
public statement on his findings 
until after he had presented his 
report to the President. However, 
Mr. Hoover was reported in Asso- 
ciated Press advices from London 
on Feb. 20 to have stated on his 
arrival there that his survey had 
revealed this as “the worst period 
in Europe in 25 years—and that 
applies to the British, too.” 


$$ 


RFC Loan to Philippines 


The _ Reconstruction Finance 
Corp. announced on March 6 that 
an agreement had been signed by 
the Corporation and Joaquin M. 
Elizalde, Philippine Ambassador 
to the United States, consummat- 
ing arrangements for a $25 mil- 
lion loan to the Republic of the 
Philippines, to mature on Jan. 1, 
1952, with interest at 2% per an- 
num. The RFC states that the 
loan is a part of a credit of $75 
million which the Corporation 
was authorized by Congress, by 
the Act of Aug. 7, 1946, “to ex- 
tend to the Philippine Govern- 
ment to aid the new Republic to 
meet its immediate financial re- 
quirements during the current pe- 
riod of adjustment to its new 
status as an independent nation.” 
The advices from the RFC on 
March 6 further said: 

The terms and conditions of 
the loan were determined in 
accordance with recommenda- 
tions of the National Advisory 
Council on International Mone- 
tary and Financial Problems. 
which also approved the 
amount now requested by the 
Republic of the Philippines. 
While the Council recognized 
that the widespread property 
damage and dislocation of the 
Philippine economy resulting 
from the war made it difficult 
to determine an appropriate 
maturity date for the loan, the 
Council, in the light of such in- 
formation concerning Philip- 
pine resources as was available 
to it at the time, recommended 


that the loan mature on Jan. 1. 
1952. 


Further data and information 
on Philippine resources wiil be- 
come available in the near fu- 
ture. A Joint Financial Com- 
mission established by agree- 
ment between President Tru- 
man and President Roxas is at 
the present time engaged in 
studying various aspects of 
Philippine financial problems 
and will submit a report to the 
President of the United States 
and the President of the Philip- 
pines. 








Senate to Meet Daily 

The Senate Republican police 
committee, at a meeting on March 
13 decided to hold daily sessions 
of the Senate in order to com- 
plete action by March 31 on legis- 
iation considered requiring at- 
tention by that date, Senator 
Taft (R.-Ohio), Committee Chair- 
man announced aceording to As- 
sociated Press, Washington ad- 
vices. Mr. Taft added that night 
sessions would be held. on 
Wednesdays. Heretofore, except 
for extra night sessions, the Sen- 
ate has been meeting only three 
times weekly. High on the list of 
matters calling for immediate at- 
tention is President Truman’s re- 
quest for a $400,000,000 loan to 
Greece and Turkey before the 
end of the month, the same ad- 





and Germany to aid her own 
immediate reconstruction. 

He suggested that all nations 
receiving relief should agree to 


vices continued, stating that Sen- 
ator Taft has not indicated as yet 





whether he intends to support 
the proposal. 


Peurifoy Named Deputy 
Asst. Secy. of State 


announced 
John E. Peurifoy as Deputy As- 
sistant Secretary of State for Ad- 
ministration with authority to act 
as such Assistant Secretary of 
State. The State Department’s an- 
nouncement said: 


’ Warfare, 1941-42. He was de- 





House Democrats Name Retail Prices Gained Again in January, 
According to Fairchild Price Indey 


Retail prices advanced for the eleventh consecutive month 
cording to the Fairchild Publication’s Retail Price Index. Quotatio,. 
in January gained 1.2% over December, and snowed an increase ,; 
7.6% above February a year ago, said the Fairchild report, issueg o, 
Feb. 17, which noted that the greatest advance occurred since Jyly ) 
1946, an increase of 6.5%. Prices have also advanced 37.3% compare; 


“Watchmen-Debaters”’ 


Democrats in the House on 
March 9 selected six of their 
number to serve as “watchmen” 
to challenge Republican legisla- 
tion, Associated Press Washington 
advices reported. In an effort to 
win as much of the Administra- 
tion program as possible, and at 
the same time build up a record 
for the 1948 campaign, assignment 
of the six was made, according to 
the Democratic whip, Representa- 
tive John W. McCormack, of 
Massachusetts, “to spotlight mis- 
takes of the opposition.” 

The six watchmen - debaters 
picked by Representative McCor- 
mack, according to the Associated 
Press advices appearing in the 
New York “Herald Tribune,” are: 


Representative Albert Gore, 
39, of Tennessee, who belonged 
to a similar party team last 
year. He is a four-termer and 
one of the House’s ablest spur- 
of-the-moment speakers. 

Representative Geo. Smath- 
ers, 32, former marine major 
and Assistant United States At- 

.torney at Miami. 

Representative John A. Blat- 
nik, 35, Minnesota’s only Demo- 
crat in Congress, a former para- 
troop captain. 

Representative Carl Albert, 
38, of Oklahoma, a former in- 
tercollegiate oratorical cham- 
pion and Rhoades scholar. 

Representative John Carroll, 
45, of Colorado, a former Dis- 
trict Attorney. 

Representative John Bell Wil- 
liams, 28, of Mississippi, a for- 
mer county attorney and Army 
Air Forces pilot, who lost an 
arm at war and returned to de- 
feat Representative Dan Mc- 
Gehee. 

It it planned that each will 
become aé_ specialist on some 
particular type of legislation, 
ready at the drop of the hat to 
debate the issue on the floor. 





The Secretary of State recently 
the appointment of 


Since March, 1946, Mr. Peuri- 
foy has served as Special As- 
sistant to Under Secretary of 
State Dean Acheson. He pre- 
viously served as Deputy Di- 
rector, Office of International 
Information and Cultural Af- 
fairs and Special Assistant, 
Office of Public Affairs, 1945- 
46. Mr. Peurifoy was in charge 
of the United Nations Confer- 
ence in San Francisco in 1945 
and served as Deputy Secretary 
General of the American Dele- 
gation at the First Meeting of 
the General Assembly of the 
United Nations in London in 
January, 1946. 

Mr. Peurifoy entered the De- 
partment on Oct. 1, 1938 serving 
as Economic Analyst and later 
as Divisional Assistant in the 
Division of Controls. Mr. Peuri- 
foy also served as Department 
of State Representative on the 
Policy Committee of the Board 
of Economic Warfare, 1941-42; 
as Department’s Representative 
on the Reviews and Appeals 
Committee on export applica- 
tions of the Board of Economic 


tailed to the American Embassy, 
Rio de Janeiro in 1942 and 
served as Department’s Repre- 
sentative of the Requirements 
Committee, War Production 
Board, 1943-44. 

Prior to entry into the De- 
partment of State, he was en- 
gaged in the insurance business 
for the Kansas City Joint Stock 


Borrowings on 
NYSE in February 


announced on March 3, 1947, that 
as of the close of business on 
Feb. 28, 1947, the total of money 
borrowed from banks and trust 
companies 


with the period immediately pre- 
ceding the outbreak of World War 
II in 1939, according to report 
which continued: 


With the exception of piece 
goods, which showed a decline 
due to the sharply lower silk 
fabric prices, each of the major 
groups advanced during Janu- 
ary. The greatest increase was 
recorded in men’s apparel with 
home furnishings and infants’ 
wear following. As compared 
with a year ago, men’s apparel 
and home furnishings showed 
the greatest gains. This also was 
true of the advances compared 
with July 1, 1946. 


For the first time in several 
months, several commodities in- 
cluded in the Index showed frac- 
tional declines. The lower raw 
silk prices resulted in lower 
silk piece goods as well as silk 
hosiery. Heavier stocks of all 
wool blankets resulted in a 
slight decline in that commod- 
ity. The continued weakening 
in fur prices was reflected in a 
further reaction in this item. 
The effect of some accumula- 
tion of luggage and the high 
prices is reflected in the reduc- 
tion recorded in that item. 


The greatest increases com- 
pared with a year ago are re- 
corded in sheets, aprons and 
housedresses, corsets and bras- 
sieres, women’s and men’s shoes, 
men’s underwear, shirts and 
hats, as well as infants’ shoes 
and floor coverings. 


The peak in retail prices has 
not been reached as yet. The 
advance in the Index will prob- 
ably continue during most of 
the first half of the year, ac- 
cording to A. W. Zelomek, econ- 
omist, under whose supervision 
the Index is compiled. He points 
out that the increase above a 
year ago shown by the Index, 
which represents a selective list 
of staple items, would be higher 
if it were possible to measure 
the still existing poor quality. 
These poor quality items will 
gradually disappear with a re- 
turn to prewar constructions. 





The New York Stock Exchange 


in the United States 


amounted to $290,855,802, com- 
pared with the figures for Dec. 31 


Exchange follow: 


members of national securities ex- 


of or obligations guaranteed as to 
principal or interest by the U. S. 
Government, $86,301,025; (2) on 
all other collateral, $204,554,777: 
reported by New York Stock Ex- 
change member firms as of the 
close of business Feb. 28, 1947, ag- 
gregated $290,855,802. 

The total of money borrowed, 


the close of business Jan. 31, 1947, 
was (1) on direct obligations of 
or obligations guaranteed as to 
principal or interest by the U. S. 





Land Bank at Kansas City. 
Missouri, and the American 
Surety Company, New York. 


Government, $107,025,649: (2) on 
all other collateral, $186,906,315; 
total, $293,931,964. 


of $293,931,964. Advices from the 
The total of money borrowed 
from banks, trust companies and 
other lenders in the United States, 
excluding borrowings from other 


changes: (1) on direct obligations 


compiled on the same basis, as of 


¢%— - 


High Court Rules 
Stevedore Tax Invalid 


The levy by New York City of 
a general business tax on ste. 
vedoring companies operatins 
within the city limits was rule, 
unconstitutional on March 10 }, 
the United States Supreme Cour: 
Associated Press Washington aq- 
vices stated. Associate Justice 
Stanley F. Reed delivered the 
Court’s majority decision in q 
case involving the Carter ¢& 
Weekes Stevedoring Company and 
John T. Clark & Son. Both com- 
panies handle ships’ cargoes moy- 
ing in interstate and foreign com- 
merce. The tax was 1/10% of 
gross receipts from sales and 
services. The city had appealed 
the finding of the Court of Ap- 
peals of New York State that the 
tax was an unconstitutional bur- 
den on interstate commerce. Th 
majority ruling of the Supreme 
Court stated that stevedoring “is 
essentially a part of commerce 
itself, and therefore a tax upon 
its gross receipts or upon the 
privilege of conducting the busi- 
ness of stevedoring for interstate 
and foreign commerce, measured 
by those gross receipts, is in- 
valid.” We quote from the Asso- 
ciated Press, which also said: 


Associate Justice William O 
Douglas wrote a_ dissent, in 
which Associate Justice Wiley 
B. Rutledge concurred, saying 
he believed the city’s tax valid 
as applied to gross receipts from 
loading and unloading vessels 
engaged in interstate commerce. 
Justice Douglas added, however, 
that he considered the tax un- 
constitutional as applied to 
gross receipts from loading and 
unloading ships engaged in for- 
eign commerce. Associate Jus- 
tice Hugo L. Black noted a dis- 
sent to the majority’s opinion. 


Cashing of Checks at Par 
Upheld by Nebraska Court 


The Nebraska Supreme Court 
on March 7 upheld a 1945 State 
law requiring banks to cash 
checks at par it was stated in 
Associated Press advices from 
Lincoln, Neb., which further re- 
ported: 


Reversing a_ district Court 
ruling that the law was un- 
constitutional, the Supreme 
Court held no part of provision 
of the Federal Constitution was 
ever intended to take from the 
States the right to proper!) 
exercise their police powers. 

Emil Placek, Wahoo, Neb. 
banker, who brought the oris- 
inal case and had argued an ex- 
change charge on out-of-town 
checks was essential to survival 
of country banks, said he may 
appeal to the United States Su- 
preme Court. 








UNRRA to Buy Only Food 


The United Nations Relief and 
Rehabilitation Administration }* 
cancelling about $41,000,000 ©! 
items other than food in ,order to 
avoid a threatened deficit, it w@> 
announced on March 12 by the 


Agency’s Director General, Gen. 
Lowell W. Rooks, Associated 
Press Washington advices stated. 
General Rooks told reporters that 
remaining shipments to Europea!! 
countries will be reduced betwee? 
$5,000,000 and $6,000,000. The 
$535,000,000 program for China 
which is only 34% complete, a!s° 
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‘Ruthless Taxing and Spending Must Be Stopped 


(Continued from first page) 


is not so necessary for us at this 
moment to discuss why we en-| 
tered World War I and World War 
Il as we did, but it is necessary 
for us to spend some time con- 
sidering Ways and means as to, 
how we shall manage and eventu- 
ally liquidate the direct interest- 
bearing Federal debt which we 
now owe and .which since we be- 
san to enter World War I has 
moved from approximately $1.2 
billion up to about $258 billion. 


For more than a decade the 
people and the Congress have 
been so free and liberal in pro- 
viding dollars to be spent for any 
and every purpose suggested by 
Washington, whether sound or 
unsound, beneficial or destructive, 
in the interest of the promotion 
of international good will or for 
the specific purpose of buying 
votes, that it is quite common for 
men to appear in the well of the 
House ot Representatives and 
boast that insofar as they are con- 
cerned there is no reason why the 
debt should be paid and that we 
need not be concerned about its 
size because ‘“‘We owe it to our- 
selves.” 


Ruthless Taxing and Spending 


This ruthless collecting and 
spending of the citizens’ produc- 
tive power as measured in the 
form contributions to the tax box 
has, in my opinion, reached a 
point where it is utterly immoral 
and to a great extent without any 
economic or other kind of sense. 


In the field of international re- 
lations we, in my opinion, have 
entirely too many spokesmen who 
take the position that in addition 
to the goods which they have to 
sell in the form of a representa- 
tive form of government, in the 
form of an economic philosophy 
which permits an individual to 
enjoy accerding to his contribu- 
tion to organized society, in the 
form of a free press, freedom to 
worship according to one’s own 
choosing, freedom of speech, in 
the form of the secret ballot, and 
all of the other benefits set forth 
in the Constitution, these negotia- 
tors feel and argue and contend 
that in addition to all of this fine 
package of quality goods which 
they have to offer to other 
peoples of the earth, that they 
should still have the privilege of 
reaching into the federal budget 
for all the dollars they desire, 
for all the lending power of the 
Export-Import Bank as measured 
by the various loans which have 
been granted, all of the benefits 
set forth under the Bretton Woods 
agreement. These negotiators are 
momentarily pleading that no re- 
ductions should be made in the 
budget which in any way can be 
argued as_ circumscribing’ the 
$11% billion which appears under 
the heading “National Defense.” 


The Importance of the National 
Defense Item 


The whole burden presented in 
arguments by the President, De- 
partment heads, editorial writers, 
and radio commentators (to say 
nothing about certain top level 
Members of the House and Sen- 
ate) is concentrated on the idea 
that a cut in the budget decreases 
the efficiency of our national de- 
fense. Little, if anything, has 
been said about the enormous 
reductions. that could be made in 
other activities of government, for 
instance where whole Bureaus 
could be liquidated and perhaps 
the general efficiency of govern- 
ment improved. In this connection 
it is appropriate to observe that 
of the $371 billion proposed by 
the President, roughly $22 billion 
appears under the heading “Na- 
tional Defense, Veterans Services 
and Benefits, and International 
Affairs and Finance.” 


The $11.2 billion for National 
Defense substantially provides for 
an average military strength of 





approximately 1,640,000 men and 


officers, incluuing an Army of 
1,070,000 and a Navy and Marne 
Corps 1m excess of 510,000. 

May I ask you, “What country 
from here on will be from 3 
months to 6 months ahead of all 
other countries in scientific re- 
search and development?” 

“How much of the physical 
production in the way of impie- 
ments of war to be manufactured 
and rolled off production lines. 
and included in the $114 billion, 
will be obsolete before they reach 
the proving or testing grounds?” 

“Is $11% billion adequate for 
national defense for the coming 
fiscal year or will an interna- 
tional situation ar.se say between 
now and April 1, 1948 which will 
make it necessary or advisable for 
the Congress to appropriate an- 
other $5 billion or $11 billion or 
$50 billion for national defense?” 

In this uncertain world with so 
much disturbance on all sides and 
with it so utterly impossible for 
anyone to make any plan of a 
long-term ‘nature why should we 
in budgetary procedure place so 
much emphasis on the necessity of 
Congress approving a $37 billion 
budget at this particular moment 
when Congress is going to be in 
session (at least we hope) in the 
spring and summer of 1948, and 
at which time a better look could 
be taken at all international de- 
velopments. 


The Postwar Debt Management 


The most recent figures I have 
been able to obtain indicate that 
our commercial banks now hold 
approximately $90.6 billion worth 
of Treasury issues. 

You watched with interest the 
economic consequences associated 
with the Victory Drive sale of 
long-term Treasury securit.es— 
the largest ever effected. Long- 
term government issues reflected 
the biggest rise in recent years. 
Concurrently with this rise in 
market value there was the ex- 
pectation (and we know what has 
happened in the interim) of a 
vast increase in new commercial 
loans, mortgages and corporate 
financing. According to past per- 
formance and history, these ag- 
gressive and liberal lending pol- 
icies would have produced higher 
money rates. 

But the advance in government 
security prices produc:ng corre- 
sponding declines in yields was 
somewhat argued the ‘aftermath 
of war financing.” 

You considered with interest 
what advice Chairman Alan 
Sproul of the Open Market Com- 
mittee had to say when he re- 
corded that: 

“At the beginning of the recent 
World War it was decided that 
our expenditures for war pur- 
poses should be financed at stable, 
not rising, rates of interest such as 
the pressing needs of previous 
wars had produced. To make this 
decision effective, a pattern of 
rates for government securities 
was established, with Federal Re- 
serve support. The almost inevi- 
table consequence of the fixing of 
this pattern, which meant supply- 
ing the commercial banks with 
whatever funds were necessary 
to maintain the pattern, was 
pretty constant pressure on the 
longer term rates, Actually, there- 
fore, the war was financed not 
at stable rates of interest, but at 
declining rates. We came out of 
the war with short-term rates 
still pegged where they were 
when we went in, but with the 





loss of control over 
credit.” 

We went through the OPA days. 
We saw a great public revolt 
saow-ball until it terminated in 
the resuits of the election last No- 
vember 5th, followed by the Pres- 
ident, on his own initiative and 
montns before the statute expired, 
removing controls on items other 
than sugar, rice and reats. We 
know the arguments which were 
presented by the proponents of 
OPA and subsequent to the ces- 
sation of military hostilities, to the 
effect that these controls had to 
be maintained in order to dampen 
down the economic consequences 
connected with a potential infla- 
tionary base, expressed by Chair- 
man Eccles of the Board of Gov- 
ernors in the following language: 

“For June 1920, demand de- 
posits adjusted amounted to $19.6 
billion and United States Govern- 
ment deposits to $300 million, 
giving a total of $19.9 bllion. 
Currency in circulation amounted 
to $4.1 billion, making a total 
money supply of $24 billion as 
against $125 billion for Dec. 31, 
1945. Time deposits for June 1920 
amounted to $15.8 billion and 
holdings of government securities 
by the public (excluding holdings 
by banks and insurance com- 
panies) amounted to $18.9 billion, 
as compared to $50 billion of time 
deposits and $100 billion of secu- 
rity holdings for Dec. 31, 1945. 
Total ‘liquid assets’ thus amounted 
to $58.7 billion for June 1920 as 
against $275 billion for Dec. 31, 
1945. In making this comparison, 
however, allowance must also be 
made for the fact that the econ- 
omy’s output (gross national 
product) was valued at only $8§6 
billion in 1920 as against around 
$200 billion in 1945.” 


In theory we have heretofore 
contended that cheap money—low 
interest rates—was conducive to 
rapid expansion of production and 
trade and encouraging to those 
forces which we would call “in- 
flationary.” 


we cost of 


Original Concept of Federal 
Reserve 

It is necessary for us to go back 
to the original concept of the Fed- 
eral Reserve System, to examine 
carefully the Federal Reserve Act 
and the way the system func- 
tioned from 1913 up to the begin- 
n.ng of World War I and then how 
it operated through the twenties 
and then through the 1929-1933 
economic washout and on up to 
the beginning of World War II 
and how it has tried to operate 
since July 1, 1940. In theory, the 
Reserve System was given the 
power and I think we can con- 
servatively say the responsibility 
by Congress for all practical pur- 
poses to determine the interest 
rate, and certainly it was assumed 
this would be done in behalf of 
the general welfare. 

But we have to remember how 
this great federal debt was cre- 
ated. After the individual citi- 
zens had made their subscrip- 
tion to the various bond drives 
there remained a substantial need 
for the sale of other securities and 
altogether the insured banks of 
the nation absorbed approxi- 
mately $100 billion of government 
issues. As I have already pointed 
out as late as last June 30 they 
held in their portfolios in excess 
of $90 billion of these bonds. 

It is further necessary for us to 
bear in mind that the Secretary 
of the Treasury is a political ap- 


longer-term rates under steady' pointee who in perhaps the first 


downward pressure. So long as 
difference in maturity, and the 
risks which longer maturities are 
supposed to involve, are deprived 
of their significance, the tendency 
of interest rates is to come to- 
gether at one figure for all ma- 
turities. If the short end of the 
rate curve is fixed, that means 
that the long end will tend to 
decline. So much for loss of con- 
trol over the cost of credit.” 


Let me emphasize “So much for 





| place must ride along with the 


political aspirations of the Presi- 


‘dent as best he can, and in the 


second place manage the debt with 
such discretion as may remain 
after substantially meeting politi- 


cal requirements. 


In the Budget we find an item, 


i “Interest on the Public Debt, $5 


billion.” 
Only two other items in the 
Budget 





(National Defense $11.2 
and Veterans Services and Bene- 


fits $7.3) exceed this interest item. 
This all illustrates to you the great 
vulture which constantly hovers 
over the taxpayers of this nation 
and which continually bears down 
on their shoulders. If the Secre- 
tary of the Treasury and govern- 
ment economists follow a course 
of high interest rates applicable 
to either original or refunding is- 
sues you can readily appreciate 
what can happen politically with 
a debt in excess of a quarter tril- 
lion dollars cailing for a service 
charge alone aggregating the 
largest single item in the whole 
budget of an unemotional charac- 
ter. It is possible to demagogue 
to the end of time, and quite suc- 
cessfully, on the national defense 
item and on the veterans services 
and benefits. These two proposals 
carry great emotional appeal. But 
when you ask for $5 billion or 
$10 billion per annum to cover the 
service charge alone on a federal 
debt, you really get into the blood 
and tears zone of hard economic 
facts. Mr. Morgenthau, together 
with Mr. Roosevelt, thoroughly 
comprehended the value of ex- 
tremely low interest when asso- 
ciated with a federal debt of such 
vast proportions as the one we 
must now live with. 


The Long-Term Importance 

It appears to me to be conserva- 
tive to say that as to how this 
debt is managed during the com- 
ing 25 to 50 years will subsantially 
determine the social and economic 
status of our people. 


In simple language the time has 
arrived when the people of this 
country should again take over 
their economic affairs. I happen 
to be one of those who sincerely 
believes that the Administration 
has permitted its budget making 
policies to get out of bounds. 
When the President in January, 
1946, forecasted his budget for the 
current fiscal year and then re- 
turned in January, 1947, and ad- 
mitted that his original forecast 
was some 6.3 billion out of line 
he gave us an indication of how 
completely present budget making 
is out of control. 


Can you imagine a more con- 
structive force that could possibly 
operate throughout the whole 
world today than for the Congress 
of the United States, with the 
full support of the White House, 
to emphatically and positively ar- 
rest the growth of the debt, bal- 
ance the budget, substantially re- 
duce the tax burden of our peo- 
ple and thus serve notice on the 
citizens of this great Republic and 
the nationals of the other govern- 
ments of the earth that insofar as 
this family of Uncle Sam is con- 
cerned it proposes from here on 
in peace time to pay its own 
way. This is what I strongly 
recommend. This to me constitutes 
the first step the present Congress 
should take. Having made this de- 
cision and having so construc- 
tively acted we would then be in 
a position to from hereon chart 
our course with a degree of cer- 
tainty which has not heretofore 
prevailed in this country since 
about 1931. 

Now in this general connection 
and by reason of the fact that in 
the budget we f:nd this item “In- 
ternational Affairs and Finance 
$3.5 billion” let me briefly refer 
to our vast international involve- 
ments, which I wish to sum- 
marize under the brief head:ngs— 
Atlantic Charter, The Four Free- 
doms, Declaration of the United 
Nations, United Nations Organi- 
zation, Lend Lease with its 35 
Mutual Aid Agreements, UNRRA, 
the International Food Collabora- 
tion program, Bretton Woods, the 
British Loan, International Trade 
Organization and the Reciprocal 
Trade Agreements Program of our 
Government, and the Interna- 
tional Credit Bank. 


The scope of all these interna- 
tional agreements and their in- 
volvments are sufficient to take 
our measure in a very material 
way. We cannot choose to repu- 
diate these agreements. We can, 
in the light of current world 








events only choose te proceed 
with the general philosophy of 
their provisions, and in addition 
take on other great tasks as Great 
Britain more or less “checks out” 


of world empire operations. The 
call will come to us to “take 
over” and “carry on.” I see no 


escape from far greater burdens 
than we now comprehend. 


The coming years will test the 
strength, courage, and spiritual 
stamina of the American people. 
The world looks to us. The Rus- 
sian force will have to be neutral- 
ized largely by the consecrated 
work and devotion to ideals and 
institutions of liberty and freedom 
of the great mass of the American 
people. 


Pay for Foreign Relief 
By Luxury Taxes 


(Continued from first page) 


Empire, and it has nearly busted 
her. England now owes many bil- 
lions of dollars to Canada, the 
U.S. and other nations besides the 
billions which she owes her own 
people. Now, near economic col- 
lapse, she still has ‘interests all 
over the world. Who will do the 
policing and protecting of her 
loans and investments? Will the 
United States step in everywhere 
Britain feels she must step out? 


Italy and Greece might have 
turned to England for assistance. 
But, under the circumstances,, they 
are asking of the U. S. _ Italy’s 
government warns us of commu- 
nistic danger in the offing if the 
U. S. does not provide the Italians 
with more aid in food and money. 
Certainly, we are between two 
fires: If we don’t loan, Europe will 
go communistic; while if we loaa 
too much, unemployment will de- 
velop in the U. S. and strengthen 
communism here at home. 


Self Reliance — An Ideal 


It would be unhealthy for any 
nation to acquire the feeling that 
it can always turn to us for ma- 
terial aid. A nation strengthens 
itself as it works out its own diif- 
ficulties. The ravages of war have 
made it necessary for the United 
States to send food to many na- 
tions. Germany, Austria, India, 
and China are among the most 
hungry today, having more than 
a 20% cut in their normal diet. 
They are worse off than France, 
Italy or even Greece. 

Among the defeated nations it 
is important to create domestic 
self-sufficiency lest they become 
a permanent drain on the resources 
of others. MacArthur is wisely 
asking Washington to allow the 
Japanese funds for enough ship- 
building to permit a revival of 
their fishing industry. He also be- 
lieves that limitations on Japanese 
industry should be lifted, to help 
Japan work toward domestic seli- 
sufficiency at least. 


How to Raise Needed Funds 


The real question is not whether 
we send these hundreds of mi!- 
lions abroad, as Ex-President 
Hoover recommends. We simply 
must do so or someday the entire 
world will gang up against us. We, 
in the U. S., cannot long continue 
living the “life of Riley” while the 
rest of the world is on the verge 
of starvation. The only question 
facing us today is how this money 
should be raised. 








The answer to me is very sim- 
ple: Increase the luxury taxes on 
liquor, tobacco, night clubs, ex- 
pensive clothing, jewelry, etc. 
This will both give the necessary 
funds and put some sense into our 
people. Some will say such in- 
creased taxes would throw a few 
of our people temporarily out of 
work. Perhaps so; but I doubt it. 
Besides we are short of labor to 
make for us today the essentials 
which we are lacking — in needed 
food, clothing and shelter. 
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Sees Conflicting Trends in 1947 Outlook 


(Continued from first page) 


year, and (4) a continuation of 
the present high level of expendi- 
tures for plant and equipment at 
least for the next six months. 


There are, on the other hand, 
three important factors, the trend 
of which is subject to a high 
degree of uncertainty and which 
together will largely determine 
the course of events, particularly 
from the second half of 1947 on. 
These factors are: (1) the trend of 
prices, (2) the intensity with 
which the construction boom will 
proceed, and (3) the rate at which 
inventory accumulation will con- 
tinue. Whether business activity 
remains at the present high level 
throughout 1947 or whether a 
decline in production and em- 
ployment, accompanied by a sub- 
stantial fall in prices, takes place 
will depend primari:y on the 
course taken by these factors. If 
output is to be maintained at the 
present high levei, it is necessary 
that (a) there be no further signi- 
ficant increase in prices—agricul- 
tural and some other prices, in- 
decd, would have to drop from 
their present out-of-line position; 
(b) inventory.or other compensa- 
tive capital accumulation con- 
tinue at a substantial rate; (c) 
construction activity keep on ris- 
ing; (d) business investment in 
plant and equipment remain at its 
present high level; and (e) large- 
seale labor difficulties be avoided. 


Because of these uncertainties 
it is best to state the outlook for 
1947 in terms of two aiternatives. 
These may be regarded as limiting 
cases enclosing the range within 
which actual developments will 
in all probability take place. Un- 
der the first of these, “Alternative 
A,” production and employment 
continue at or slightly above the 
present level, prices rise only 
very moderately in the first half 
of the year and decline equally 
slowly during the second half. 
The other limiting alternative 
(B), which . corresponds more 
closely to the pattern of previous; 
business cycles, assumes a sharp- 
er increase in prices and a very 
small expansion in production 
during the first half of 1947, fol- 
lowed by a substantial, though 
not very severe decline, in pro- 
duction, employment and prices, 
extending into 1948. 


Wages 

Numerous demands for wage 
inereases have been made recent- 
ly and others may be made during 
the early part of 1947. The terms 
ultimate y agreed on will, of 
course, be influenced by many 
factors.and hence are difficult 
to anticipate. A number of recent 
demands have been settled at an 
average increase of about 10%, 
but. in view of the scattered na- 
ture of these cases and the wide 
range of the individual settle- 





ments, this figure should not be 
given too much weight as a pre- 
cedent. If the cost of living shows 
signs of stabilizing or declining 
while the wage negotiations are 
being carried on, and particularly 
if at the same time signs of a 
business setback should appear, 
the average rise in wages during 
1947 is likely to be modest. On 
the other hand, should prices still 
be rising at the time of negotia- 
tion, the average increase may 
well exceed 10%. Differences be- 
tween industries, of course, will 
be substantial, and wage increase 
may be expected to be relatively 
larger in the durable goods indus- 
tries and for some classes of white 
collar employees where wages 
have lagged most noticeably be- 
hind prices than in the soft goods 
lines and the service trades. 


Prices 


During the war and reconver- 
sion period such large distortions 
have developed in the _ price 
structure that a shift toward the 
relationships existing in the 
thirties is almost certain to occur. 
There is also every reason to ex- 
»xect that the first significant steps 
in this readjustment will take 
place during 1947. The prices that 
have experienced the _ greatest 
advances since 1939 are agricul- 
tural and food products, textiles, 
leather and building materials; 
those which have lagged most 
noticeably are rents and some 
services. 


The crucial question for 1947 is 
whether the readjustment in the 
price structure will come through 
a decline in the prices of those 
commodities that have risen much 
more than average, or through a 
further rise in those prices that 
have lagged. At the present time 
the first alternative — which is 
also the more desirable one—ap- 
pears the more likely with the 
possible exception of ‘building 
materials. 


In the case of agricultural 
prices, a substantial decline is 
generally expected. Declines are 
also more likely than advances in 
the textile and apparel field. In 
manufactured products, among 
which building materials are oi: 
particular importance, the outlook 
is much more uncertain. It ap- 
pears likely that here some prices 
will continue to rise for awhile, 
particularly if the wage increases 
of this Spring should be substan- 
tial. For the second half of the 
year, however, a_ softening of 
prices is much more probable than 
a further advance. 


Inventories 
The trend of inventories in 1947 
constitutes a particularly impor- 
tant, but at the same time parti- 
cularly difficult factor to assess. 
Notwithstanding an increase of 
about $5.5 billion in the reported 
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value of inventories during the 
second half of 1946 largely as a 
result of rising prices, the level 
of inventories when compared to 
the volume of sales is still low 
by prewar standards. Hence it 
may be expected that inventory 
accumulation will continue 
throughout 1947, particularly in 
the case of items still relatively 
scarce. Even under Alternative A, 
however, the rate of inventory ac- 
cumulation is likely to decline 
from the annual rate of about 
$6 billion in the fourth quarter of 
1946 to an annual rate of about 
$3 billion one year later. Under 
Alternative B, inventory accumu- 
lation during the first half of 1947 
may be assumed to proceed at a 
rate as large as that prevailing 
during the second half of 1946. 
But the curtailment in inventory 
accumulation during the second 
half of 1947 may be expected to 
be very sharp in the face of de- 
clining sales and falling prices. 
Even then, however, because of 
the present low level of invento- 
ries from a long-range point of 
view, it seems likely that the vol- 
ume of inventories would still be 
expanding, though only slowly, at 
the end of the year. 


Construction 


New private construction in 
1947 is expected to amount to 
about $11 to $12 billion, as com- 
pared with a total of about $8 bil- 
lion in 1946. About half of the 
total should be _ residential as 
against approximately 36% of the 
1946 total. Public construction 
(including residential) will prob- 
ably amount to about $3 billion 
as against $2.3 billion in 1946, and 
maintenance and repairs will rise 
to about $6.1 billion from $5.1 bil- 
lion; the grand total of construc- 
tion thus will probably reach $20 
to $22 billion in 1947, against 
about $15 billion in 1946. While 
new construction, in terms of dol- 
lars, is expected to rise about 50%, 
the increase in physical volume is 
expected to be approximately 
one-third. 


Construction may be expected 
to continue the general upward 
swing of the long cycle in build- 
ing for several more years. The 
long cycle usually has run about 
15 to 20 years, reaching its high- 
est levels about 1890, 1910, and 
1926. The present upward swing 
began ift the mid-1930’s. Except 
for the wartime interruption to 
civilian building, it should nor- 
mally have attained its peak be- 
fore now, but may be expected to 
continue for several years more 
because of that interruption. Even 
if there is a small dip in general 
business activity this year new 
private construction will _ still 
probably exceed last year by 4 


or more, and the grand total may 
still be expected to be close to 
$20 billion. 


The principal factors on the de- 
mand side now favoring continued 
high level construction are: (1) 
a long accumulation of deferred 
needs still further extended by 
government restrictions, on non- 
residential building; (2) our much 
expanded postwar economy, with 
a ten million increase in popula- 
tion since 1941, accompanied by a 
large increase in employment and 
in national income; (3) increased 
ratio of construction expenditures 
when national income is high; 
(4) both residential and non- 
residential demands for building 
space are very flexible, greatly 
expanding as incomes rise, where- 
as it takes years to increase by 
more than a small percentage the 
vast total supply of space; (5) the 
financial resources available for 
investment in construction are 
now the greatest of all times; and 
(6) lower interest rates, longer- 
term amortizations, and higher 
ratios of available loans to values 
than ever before. On the supply 
side, the building industry will 
have become fully reorganized 
for high production by mid-year, 
with generally better equipment 
and more manpower, except pos- 
sibly a few specializd trades. 
Building materials, also, will be 
available in much larger quanti- 
ties in 1947, as discussed in detail 
in Section II of this report. 


The generally favorable outlook 
for high level construction activi- 
ty is subject to certain qualifica- 
tions. Problems in the production 
of a few key building materials 
remain to be overcome. In spite of 
high level building materials pro- 
duction, some regional and local 
supply problems will undoubted- 
ly exist, as may local shortages 
of specialized building labor. More 
important than these, perhaps, is 
the problem of costs. 


Indexes of cost of construction 
increased about 17% between 
November, 1945 and November, 
1946, and the index of wholesale 
prices of building materials has 
risen 15% from Nov. 2 to Jan. 11, 
in part reflecting the legalization 
of former black market prices. 
(See chart be.ow). 


During the closing months of 
1946 investment capital was 
hesitant to invest in long-term 
residential rental properties in the 
face of high and uncertain costs. 
Similarconsiderations could damp- 
en investment in nonresidential 
construction as well in 1947. It 
is important, therefore, that con- 
struction costs be stabilized.. The 
anticipated improvement in build- 
ing materials flow should stabilize 
construction costs and eliminate 
the threat cf higher costs to con- 
struction activity. 


During January FHA stream- 
lined procedures and offered max- 
imum aids to rental construction 
under existing legislation. As a 
result, FHA received as many ap- 
plications for insurance of rental 





dwelling units in January as in 
the last three months of 1946 com- 
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a 
bined. This may be regarded as , 
significant indication that the 
prospects for a substantial jp-_ 
crease in the construction of ren-_ 
tal dwelling univs in 1947 are ex_ 
cellent. 


Producers’ Durable Equipment 


Further increases in the produc. 
tion of machinery and equipment 
during the first half of 1947 may 
be somewhat restricted by short- 
ages of steel and components. For 
the year as a whole the various 
branches of the industry expect 
production to average 25 to 30% 
above 1946. Such an increase, 
combined with a 10 to 15% in- 
crease in prices, would mean ex- 
penditures exceeding last year’s 
by 40 to 50%. 


These expectations will prob- 
ably be realized under Alternative 
A. If, however business activity 
turns downward at mid-year in 
line with Alternative B, experi- 
ence during previous business 
cycles indicates that a substantial 
reduction in purchases of pro- 
ducers’ durable equipment may be 
expected. If the curtaiment in 
equipment expenditures should 
follow the 1920 and 1929 patterns 
rather than that of 1937, then a 
decline by about 10% within the 
first six months after the peak 
could be expected. This would 
leave expenditures for producers’ 
durable equipment at a rate of $14 
billion in the fourth quarter of 
1947, only about 5% below the 
level of a year earlier. 


Consumers’ Expenditures 


As savings are now down to 
what may be regarded as their 
normal level, and assuming no 
large changes in taxes, consumers’ 
expenditures through 1947 should 
follow income payments rather 
closely. This would mean a fairly 
stable course under Alternative 
A; and a small increase in the 
first half, followed by a some- 
what more pronounced decline— 
by possibly about 15%—in the 
second half under Alternative B. 


Consumer expenditures for food 
will almost certainly fall, but the 
decline will reflect lower prices 
rather than a reduced volume of 
consumption. The _ situation in 
clothing will be somewhat similar. 
Although consumers’ takings of 
textiles and clothing normally 
respond somewhat more readily 
to changes in prices and incomes, 
they may continue to absorb to- 
tal current output—unless price 
dissatisfaction develops — partly 
because of still existing backlogs 
of demand. It is also likely thaf 
total production will continue 
close to capacity levels, even 
though some marginal producers 
may be driven from the market, 
some others may reduce their 
scale of operations and there may 
be some shift in activity between 
different branches of the industry. 
Maintenance of a high level of 
demand is fairly well assured for 
automobiles. The large accumu- 
lated demand indicates that under 
both Alternatives A and B the 
total output of the industry will 
be readily absorbed. The only 
difference is that under Alter- 
native B production may be some- 
what higher because the demands 
of industries now competing with 
automobiles for scarce raw ma- 
terials and components will de- 
cline. 


Aggregate Output and 
Employment 


Under Alternative A, gross na- 
tional product is expected to 
reach a peak of about $210 billion 
(annual rate not adjusted for price 
changes) in the first quarter of 


1947, and then to decline slowly 
to a rate of somewhat less than 
$200 billion in the fourth quarter 
of 1947. For the year as a whole, 
gross national product would be 
about $10 billion above the 1946 
total of $192 billion. The move- 
ment would reflect price chang?s 
almost exclusively. Gross national 
product in 1939 prices is estimated 
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to rise slowly throughout the year. 
(See accompanying chart). 

Under Alternative B, the fluc- 
tuations of gross national product 
jn current prices would be sharp- 
er. Gross national product would 
reach a peak rate of about $220 
billion in the second quarter of 
1947, and then decline for two 
quarters to a rate of approxi- 
mately $180 billion in the fourth 
quarter of 1947, about one-sixth 
jess than a year earlier. The year’s 
total, however, would be almost 
the same as under Alternative A. 
All of the rise in the first half and 
much of the decline in the second 
half of the year would reflect price 
changes. Gross national product 
in 1939 prices in the fourth quart- 
ter of 1947 at slightly under $130 
billion a year would be only 5% 
below the present level. In terms 
of the Federal Reserve Board’s 
index of industrial production 
these movements correspond to a 
small rise from the present level 
of 182 to a peak of about 185, fol- 
iowed under Assumption B by a 
decline in the iast quarter of 1947 
to about 170. 

Employment would show only 
small variations under Alternative 
A; hence unemployment would re- 
main at about its present mini- 
mum. Under Alternative B there 
would be a substantial increase 
in unemployment in the second 
half of 1947 with a possible high 
of about 6 million persons in the 
last quarter of the year. 


This evaluation of the economic 
outlook for 1947, as stated earlier, 
does not aim at the setting of 
goals for policy such as are dis- 
cussed, for instance, in the Eco- 
nomic Report of the President to 
the Congress of Jan. 8, 1947. Un- 
doubtedly, the course of events in 
1947 will depend to a considerable 
extent on the policies of the Fed- 
eral government, labor and man- 
agement. To forecast these is not 
within the scope of this report. 


REVIEW 


Industrial Production 


Industrial activity declined in 
December for the first time since 
last May. The Federal Reserve 
Board’s seasonally adjusted index 
of industrial production slipped 
to 179 from 182 in November, the 
high for the year. The durable 
goods index fell from 214 to 209 
and the nondurable goods index 
from 172 to 169. The index of 
mineral output remained un- 
changed at 136 after the tempo- 
rary stoppage of soft coal produc- 
tion in late November and early 
December had brought the index 
down from 145 in October. 


The decline in the durable goods 
index was almost entirely the 
result of a more than seasonal 
drop of 11% in iron and steel out- 
put accompanying the coal strike. 
In nondurables, the decline was 
the result of a drop in textiles and 
in leather and leather products. 
The other components of the dur- 


able index, such as machinery, 
automobiles, lumber, and stone, 


clay and glass, either remained 
unchanged or increased. Similar- 
ly, except for textiles and leather 
products, the nondurable compo- 
nents such as food, chemicals, and 
paper products also remained un- 
changed at the high November 
levels or rose further. 


An indication of the high level 
at. which industrial production 
has been maintained during recent 
months: is given by the available 
weekly indicators. In the weeks 
not affected by holidays, electric 
power cutput during December 
and, January remained close to 
the 5 billion kilowatt hour mark, 
the highest on record. Steel out- 
put held at 91 to 94% of capacity 
with a peak of 94.4 in the week of 
Feb. 24. Automobile output at 
95,000 passenger cars and trucks 
per week, bituminous coal at 2.2 
million tons per day, and petro- 
leum output at 4.7 million barrels 
per day, were all peak levels. 


Inventories 
Total inventory holdings of 
manufacturers, wholesalers and 





retailers increased $1.6 billion in 
October and $1.2 billion in No- 
vember, a rise of $2.8 billion, the 
largest gain for any two months 
on record. The rise in these two 
months, when added to the in- 
crease of July, August, and Sep- 
tember, make the total increase 
for the five months $6.5 billion. 
an amount greater than for any 
previous full year on record, ex- 
cept perhaps for 1920. Total in- 
ventories at the end of November 
stood at $35.2 billion—$7.6 billion 
or 30% above the level of Novem- 
ber a year ago. 

By far the greatest part of the 
increase in the dollar value of 
inventories since November is due 
to the increase in prices, and only 
a small part is the result of an 
increase in physical stocks. 

Manufacturers’ inventories in- 
creased a billion dollars, or ap- 
proximately 5%, during October 
and November, rising to $19.9 bil- 
lion, $3.3 billion more than a year 
ago. Preliminary estimates for 
December indicate a further rise 
of $300 million to $20.2 billion. The 
inventories of wholesalers rose al- 
most 15% during October and 
November to $5.7 billion and those 
of retailers 12% to $9.5 billion. 
Manufacturers’ inventories’ in 
November 1946 were 20%, whole- 
sale inventories 35%, and retail 
inventories 40% greater than in 
November 1945. 

Of the billion dollar rise in 
manufacturers’ inventories for the 
two months (October and Novem- 
ber), about $500 million was in 
raw materials, $200 million was in 
work-in-process, and $300 million 
in finished goods. The rise was 
about equally divided between 
durables and nondurables and rep- 
resented a rise of about 5% in 
each category. Of the December 
each actegory. Of the December 
rise of $300 million in manufac- 
turers’ stocks, $200 million was in 
durables and $100 million in non- 
durables. Similarly the increase 
in total inventories during the 
past two months was almost equal- 
ly dividend between durables and 
nondurables. Durables rose $1.3 
billion and nondurables $1.5 bil- 
lion. 

Though inventories have been 
increasing at a record rate, manu- 
facturers’ shipments have grown 
at an even faster rate and the in- 
crease in retail sales has been 
only slightly less than that of 
retail stocks. Thus the ratio of 
manufacturers’ invantories’ to 
shipments declined from 1.76 in 
September to 1.59 in December 
(November 1939 was 1.92), while 
the ratio of retail inventories to 
retail sales rose from 1.02 in Sep- 
tember to 1.06 in November (No- 
vember 1939 was 1.54). 

Despite the great increase in in- 
ventories since 1939 there has 
been only a small change in the 
distribution of holdings. In Nov- 
ember 1939 manufacturers held 
52% of the total, wholesalers 18%, 
and retailers 30%. In November 
1946 manufacturers’ holdings were 
56%, wholesalers 17%, and retail- 
ers 27% of the total. 

Despite the reports of retrench- 
ment and the cancellation of for- 
ward orders by retailers and 
manufacturers, the Department of 
Commerce’s index of new orders 
achieved a new peacetime peak of 
233 in November 1946. 


Consumer Income and Retail 
Trade 


Income payments to individuals 
exceeded $175 billion (annual 
rate) in December, representing 
an increase of about 12% over the 
corresponding month of 1945. The 
increased flow of income pay- 
ments has not, however, kept pace 
with retail prices which are esti- 
mated to have advanced 20% over 
the same period. In the face of 
this decline in the purchasing 
power of consumer incomes, an 
actual expansion in the volume of 
retail buying has been made pos- 
sible by a substantial decline in 
the savings rate, by drafts on ac- 
cumulated savings by individuals, 
and by an expansion in consumer 
credit. The ability of consumers 





to maintain and even to increase 
purchases has also been facili- 
tated by the relative stability of 
the prices paid for some services, 
notably rents. 

Retail buying hit a new peak in 
December. Sales records for de- 
partment stores and the larger 
chain and mail order houses indi- 
cate that total retail sales for the 
month exceeded $10 billion, as 
compared with $8.5 billion for 
December 1945. Preliminary data 
for November show retail sales in 
that month aproximating $9.1 bil- 
lion or nearly 175% above the 
1935-39 average, after allowance 
for seasonal influences. 


The current boom in retail sales 
continues to be predominately one 
in soft goods. In November sales 
of non-durable goods stores were 
nearly 200% above the prewar 
level, while sales of durable goods 
stores were running 130% above 
prewar. During the course of the 
year, however, sales of durable 
goods stores increased nearly 40%, 
those of nondurable stores only 
10%. 

Department store sales for the 
first three weeks of January show 
no abnormal slackening in retail 
buying. In fact, the post-Christ- 
mas drop in sales was consider- 
ably less than normally experi- 
enced after the holiday season. 
For the three weeks ended Jan. 18 
sales averaged 25% above the cor- 
responding weeks a year ago. 
With price increases for the more 
important types of merchandise 
handled by department stores 
averaging about 15% above a year 
ago, indications are that volume 
is now about 10% above last Jan- 
uary, though still somewhat below 
the peak buying rate noted for 
last Easter. 


Prices 


Despite indications of definite 
weakness in the markets for basic 
raw materials, the BLS wholesale 
price index showed a_ further 
slight rise of 0.6% for the week 
ended Jan. 18, and reached a new 
peak of 140.8 (1926—100). The 
mid-January price level, however, 
represents a gain of less than 1% 
over the mid-December figure of 
139.8 and seems to offer solid 
grounds for hoping that the in- 
flationary movement may have 
run its course. 

The wholesale markets continue 
to show divergent trends for soft 
as compared with hard goods, In 
farm products and foods, the trend 
has been generally downward since 
early December; both groups are 
now about 3% below their Dec- 
ember peaks, and indications are 
that the declines normally ex- 
perienced at this season will be 
felt early rather than late this 





year. The combined index for 
hides and leather continues to 
move upward but the 
over mid-December amounted to 
less than 1%; and recent sharp 
declines in the price of hides plus 


increase | months. 


ber and January, though at a 
much lower rate than in earlier 
The rise from mid-Noe- 


vember to mid-January amounted 
to only $300 million or an aver- 


substantial increases in the pro- | 


duction of leather and shoes indi- 
cate that a reversal of trend is 
likely in the near future. Textile 


age of $150 million per month, as 
against an average rise of $500 


/million per month during the five 


prices continue firm despite con- | 


siderable talk of lack of consumer 
interest in post-Christmas mark- 
downs; the increase over a month 
ago is 2%, nearly all of it in the 
latest week. 

Wholesale prices of metal pro- 
ducts have continued to advance, 
the cumulative increase since mid- 
December exceeding 2%. Build- 


months from June to November. 
The volume of consumer credit 
outstanding increased to $9.2 bil- 
lion in November 1946 from $8.7 
in October and $8.4 billion in Sep- 


| tember. The increase in the year 


since November, 1945 amounts to 


almost $3 billion and brings the 
| total close to the $10 billion peak 


ing materials continue to show the | 


greatest increase. The wholesale 


price of building materials rose | 


8% from mid-December to mid- 


reached early in 1942. 

During the last quarter of 1946 
the redemption of E bonds ex- 
ceeded new sales by approximately 


/ $150 million against net sale ef 


January and the 4% rise for the | 


week ended Jan. 18 was by far 
the largest rise for any single 
week since decontrol. However, 
the increase probably represents 
a continuation of the adjustment 
of open market quotation to 
previous black market levels 
rather than a rise to a new high. 
Recent IncreaSes in Wholesale Commodity 


Prices 
Recent Change 


Dec. 21, Jan. 18, 
Item— 1946 1946 
All commodities eas t .7 32.0 
Farm products ates” ne 28.4 
a ie hee 47.1 
Hides and leather____ + .5 43.8 
Textiles am nadia +2.1 34.2 
Metals and products.__ +2.6 30.0 
Building material ___ +83 37.3 
House furnishings _.. +1.6 14.8 
Raw materials - _-. ——1.4 29.1 
Manufactured products... +1.6 32.6 
All commodities other 
than farm products 
and foods __- ME oa SF 25.6 


Raw material prices increased 
slightly during the week ended 
Jan. 18, but were off nearly 2% 
since Dec. 21. Prices of semi- 
finished and finished manufac- 
tures continued to advance steadly, 
and increases over the past month 
or so aggregated 5 and 4% re- 
spectively. 


Finance 


The movement of stock prices 
has shown no clear trend during 
the past several months. Since 
last October when the current 
movement struck bottom, the in- 
dexes have fluctuated within a 
narrow range. 
the Federai Reserve Board rec- 
ognized the decline in speculative 
activity and the sharp decline in 
stock prices by reducing margin 
requirements from 100 to 75%. 
Bond prices, too, have been quiet 
and steady. 

The volume of bank credit con- 
tinued to expand during Decem- 





| earlier. 


$757 million in the last quarter 
of 1945. However, net sales of F 
and G bonds in excess of redemp- 
tions amounted to nearly $400 
million in the final quarter of 1946 
as against nearly $700 million in 
1945. 

Adjusted for seasonal variation, 
the net amount of money in circu- 
lation reached an all-time peak 
of $27.8 billion on Dec. 31, 1946, 
$500 million more than a year 
This rise was, however, 


ismall when compared to the in- 
Jan.18, 1947, Over | crease of $3 billion in 1945 and. $3 


| 
| 
j 


| 1944, 


billion each in the years 1943 and 
The extent to which the 
rise in prices during 1946 was the 
result of inflationary pressures 


/accumulated during earlier years 





Early in January | 


becomes clear when the increases 
of less than 2% in the amount of 


/ money in circulation during 1946 


is compared with the increase of 
30% in wholesale prices. 


Employment 

Nonagricultural employment 
maintained in December the ali- 
time high of 49.1 million reached 
in November, 5.1 million above. 
December, 1945, according to Cen- 
sus reports. Agricultural employ- 
ment at 7.2 million, is almost ex- 
actly the same as a year ago. Not- 
withstanding an overall increase 
of about 1.1 million in the total 
population 14 years old and over 
during the year, there was a net 
decrease of about 600,000 in the 
total labor force (300,000 more 
men but 900,000 fewer women). 
The number in the armed forces 
dropped 5.9 million from 7.8 to 
1.9 million during 1946, thus more 
than accounting for the increase 
of 5.1 million in total civilian em— 
ployment from 51.2 to 56.3. A 
relatively small number of veter- 








ans have not yet returned to the 
civilian labor market. 

Bureau of Labor Statistics data 
show an increase of about 3 mil- 


(Continued on page 1574) 
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lion persons in manufacturing 
employment during 1946—a 700,- 
000 increase in construction, and 
an inerease of over one million in 
trade, finance and service, with 
mining and transportation show- 
ing no material change. 


Total unemployment in Decem- 
ber stood at 2.1 million, about 
190,000 higher than in November, 
and 150,000 more than a year ago. 
The total of all insured unem- 
ployment the week of Jan. 4 (al- 
most equally divided between 
veterans and nonveterans) was 
2.3 million, or 300,000 more than 
Dec. 7. 


Controls 


In line with OTC’s policy of 
lifting controls as rapidly as pos- 
sible, fourteen CPA orders have 
been revoked in the two months 
since mid-December when the 
Office of Temporary Controls was 
created. There remain only 27 
specific orders. The continuation 
of a number of these after March 
31 is considered essential by CPA, 
some of which depend on Con- 
gressional legislation as asked for 
by the President. Others, directly 
relating to housing, are covered 
by continuing legislation. 

The revocations included five 
textile orders—L-181, men’s work 
clothing; L-224, men’s and boys’ 
clothing; M-317, cotton distribu- 
tion and sale yarn production; M- 
317A cotton fabric preference 
ratings and restrictions; and M- 
391, rayon fabrics. Two utility 
orders were lifted—U-2 which 
limited telephone service, and U- 
13 which was an emergency order 
to aid manufactured and mixed 
gas utilities affected by the coal 
strike. 


The lead order, M-38, was also 
revoked, as were L-354, lead 
chemicals: M-54, molasses; Sched- 
ule 118 to M-300, penicillin; L-356, 
ethyl fluid; L-353, cane alcohol, 
and L-219 the merchant’s inven- 
tory order. 





—_—_——_—- 


Truman Recommends 
Annual Wage Studies 


In a message to his Council of 
Economic Advisers, President Tru- 
man on March 9 requested the 
group to study the “economic 
implications” of the guaranteed 
annual wage, particularly “as a 
device for helping to stabilize em- 
ployment, production and pur- 
chasing power,” according to 
Washington Associated Press ad- 
vices. In his letter to Council 
Chairman Edwin G. Nourse, the 
President pointed out that the 
study “should consider existing 
legislation in the field of social 
insurance, minimum wage, fiscal 
and tax policies, and other laws 
that affect the inauguraticn or 
operation of guaranteed wage 
plans.” Calling attention to a re- 
cent report on guaranteed wages 
by the Advisory Board of the Of- 
fice of War Mobilization, which 
had concluded that guaranteed 
wage plans should be left to col- 
lective bargaining instead of legis- 
Jative action, Mr. Truman added 
that the report had nevertheless 
made clear that the Government 
is responsible for maintaining a 
study of the matter. 


At the same time, said the As- 
sociated Press, the President wrote 
the Secretaries of Labor and Com- 
merce requesting that the two 
Departments continue surveying 
all guaranteed annual-wage plans, 
and to make the _ information 
available to industry upon request. 
Under a guaranteed wage an em- 
ployer guarantees that his workers 
will receive a certain minimum 


annual pay regardless of produc- 
tion setbacks. 


Moody’s Bond Prices and Bond Yield Averages 


Moody’s computed bond prices and bond yield averages are 
given in the following table: 


MOODY’S BOND PRICES 
(Based on Average Yields) 


1947 U.S. Avge. 

Daily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
Averages Bonds_ rate* Aaa Aa A Baa R.R. P.UV. Indus. 
Mar, 18_-__--__ _ 122.27 117.20 122.09 120.02 117.00 110.34 112.75 118.20 121.04 

, ees 122.27 117.20 122.69 120.02 117.00 110.34 112.75 118.20 120.84 
eee 122.27 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 
eo 122.27 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 
ES 122.24 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 
1 122.20 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 
11__.._.._ 122.20 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 
ae 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 
ivasenednds 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 
q_...-._. 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 

TR ccnnaianeoas 122.20 117.20 122.09 120.02. 117.00 110.52 112.75 118.20 120.84 
eee 122.14 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 
a 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 
iisidicibeniandatinn 122.20 117.20 122.09 120.02 117.00 110.62 112.75 118.20 120.84 
catia 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 

se ee 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 
aaa 122.14 117.40 122.09 120.22 111.20 110.70 112.93 118.40 121.04 
a 122.20 117.40 122.09 120.02 117.20 110.88 113.12 118.40 120.84 

_ NS 122.20 117.60 122.09 120.22 117.20 111.07 113.31 118.60 120.84 
| re a 122.08 117.40 121.88 120.22 117.40 110.88 113.31 118.80 120.63 
ee 122.39 117.60 121.88 120.43 117.40 110.88 113.31 118.80 120.63 
122.24 117.40 121.88 120.22 117.40 110.70 113.12 118.60 120.84 
MSS 122.17 117.20 121.67 119.82 117.20 110.52 113.12 118.40 120.43 
3__._--_ 122.14 116.80 121.25 119.61 116.80 110.15 112.75 118.00 120.02 

Dec. 27, 1946-. 122.17 116.80 121.04 119.61 116.80 110.15 112.56 118.80 119.82 
20... 121.92 116.61 120.84 119.20 116.61 109.97 112.37 117.60 119.82 
13__..._-. 121.92 116.41 120.63 119.20 116.41 109.97 112.37 117.40 119.61 
ees 121.74 116.22 120.84 119.00 116.22 109.60 111.81 117.40 119.61 

Wov. 29......._- 1121.55 116.22 121.04 118.80 116.02 109.60 111.81 117.60 119.61 
Jct. 25... Ss «121.77 116.61 121.04 119.20 116.22 110.34 112.19 117.60 120.02 
Ce , 121.08 116.61 121.04 119.00 116.61 110.15 112.37 117.80 119.82 
_ ae 122.92 118.40 122.71 120.43 118.00 112.37 114.85 118.80 121.25 
> 123.77 118.60 123.13 121.04 118.40 112.56 115.63 119.20 121.46 
fune 28._...__._ 124.11 118.80: 123.34 121.25 118.40 112.56 116.02 119.20 121.4€ 
May 31_____.. 123.09 118.80 122.92 121.46 118.40 112.56 116.22 119.00 121.04 
Apr. 26.._..... 124.33 119.00 123.34 121.25 118.40 113.12 116.41 119.41 121.04 
Mar. 29... 125.61 119.82 123.99 122.29 119.41 114.27 117.40 120.22 122.09 
High 1947-.-. 122.39 117.60 122.29 120.43 117.40 111.07 113.31 118.80 121.04 
Low 1947__--- 122.08 116.80 121.04 119.61 116.80 110.15 112.56 117.80 120.02 

1 Year Ago 
Mar. 18, 1946. 125.80 119.82 123.77 122.50 119.20 114.27 117.00 120.22 122.29 

2 Years Ago 
Mar. 17, 1945. 122.25 115.04 126.84 118.80 114.66 106.39 111.07 114.46 119.61 

MOODY’S BOND YIELD AVERAGES 
(Based on Individual Closing Prices) 

1947 U.S. Avge. 

Daily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
Averages Bonds _ rate* Aaa Aa A Baa R.R. P.U. Indus. 
a a 1.53 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.60 

>) ae 1.53 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 

. eee 1.56 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 

| Sean 1.56 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 
as 1.56 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 
a 1.56 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 
nese 1.53 2.79 2.55 2.65 2.80 3.15 3.02 2.74 2.61 

1.57 2.79 2.55 2.€5 2.80 3.14 3.02 2.73 2.61 
a 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 

a 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 

uence tbat 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 
ere 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 
Dionmaaubees 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

| 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

i 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

UR i wedulawe 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 
icesaseue 1.57 2:78 2.55 2.64 2.79 3.13 3.01 2.73 2.60 
aa 1.56 2.78 2.55 2.65 2.79 3.12 3.00 2.73 2.61 
Webinmatees 1.56 2.77 2.55 2.64 2.79 3.11 2.99 2.72 2.61 

| ee Ee 1.57 2.78 2.56 2.64 2.78 3.12 2.99 2.71 2.62 
| er 1.55 2.77 2.56 2.63 2.78 3.12 2.99 2.71 2.62 
a 1.56 2.78 2.56 2.64 2.78 3.13 3.00 2.72 2.61 

| Re 1.57 2.79 2.57 2.66 2.79 3.14 3.00 2.73 2.63 
iitinttenenns 1.57 2.81 2.59 2.67 2.81 3.16 3.02 2.75 2.65 

Dec. 27, 1946__ 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.75 2.66 
a 1.59 2.82 2.61 2.69 2.82 ad 3.04 2.77 2.66 

/ 1.59 2.83 2.62 2.69 2.83 Ae i 3 3.04 2.78 2.67 

1.60 2.84 2.61 2.70 2.84 3.19 3.07 2.78 2.67 

_ - 1.62 2.84 2.60 2.71 2.85 3.19 3.07 2.77 2.67 
}, 1.60 2.82 2.60 2.69 2.84 3.15 3.05 2.77 2.65 
3 | 1.65 2.82 2.60 2.70 2.82 3.16 3.04 2.76 2.6€ 
 *. as 1.55 2.73 2.52 2.63 2.75 3.04 2.91 2.71 2.59 
ff =a 1.49 2.73 2.50 2.60 2.73 3.03 2.87 2.69 2.58 
 ) a 1.47 2.71 2.49 2.59 2.73 3.03 2.85 2.69 2.58 
a 1.48 2.71 2.51 2.58 2.73 3.03 2.84 2.70 2.60 
. Ag ee 1.45 2.70 2.49 2.59 2.73 3.00 2.83 2.68 2.6€ 
tt 1.36 2.66 2.46 2.54 268 2.94 2.78 2.64 2.55 
High 1947__-- 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.76 2.65 
Low 1947__--- 1.53 2.77 2.54 2.63 2.78 3.11 2.99 2.71 2.60 

1 Year Ago 
Mar. 18, 1946_ 1.35 2.66 2.47 2.53 2.69 2.94 2.80 2.64 2.54 
2 Years Ago 

Mar. 17, 1945_ 1.65 2.90 2.61 2.71 2.92 3.37 3.11 2.93 2.67 


*These prices are computed from average yields on the basis of one ‘“‘typical’’ bond 
(3%4% coupon, maturing in 25 years) and do not purport to show either the average 
level or the average movement of actual price quotations. They merely serve to 
(llustrate in a more comprehensive way the relative levels and the relative movement 
of yield averages, the latter being the true picture of the bond market. 


NOTE—tThe list used in compiling the averages was given in the Sept. 5, 194¢@ 
issue of the “‘Chronicle’’ on page 1321. 


National Fertilizer Association Gommodity Price 
Index Drops 


The weekly wholesale commodity price index compiled by The 
National Fertilizer Association and made public on March 17 de- 
clined slightly to 199.6 for the week ended March 15, 1947, from 
199.9 in the preceding week. The last time that the index previ- 
ously fell from the level of the preceding week was the week ended 
Jan. 25, 1947. A month ago the index stood at 193.8 and a year ago 
at 143.6, all based on the 1935-1939 average as 100. The Association’s 
report went on to say: 


During the week three of the composite groups in the index 
declined while five advanced; the other three remained at the level 
of the previous week. The drop in the index may be attributed 
largely to a slight drop in the foods index; prices for cheese, flour, 
cocoa, coffee, fowl, and some oils increased but these increases were 
more than offset by lower prices for butter, some canned goods, 
potatoes, and most meats. A drop in the price of southern pine was 
responsible for the decline in the building materials index. The 
decline in the chemicals and drugs index was due to lower quota- 








tions for sodium phosphate. Although prices for livestock were 
generally lower, the higher prices for cotton, grains, poultry, and 
wool caused the index for the farm products group to advance. 





Higher prices for cottonseed meal, bran, and middlings caused the 
index for miscellaneous commodities to advance, despite lower prices 
for hides and leather. The textiles index advanced slightly, as did 
the index for fertilizer materials. The price of silver fell but higher 
prices for pig iron, steel scrap, copper, and brass caused the metals 
index to advance. 

During the week 21 price series in the index declined and 29 
advanced; in the preceding week seven declined and 39 advanced; 
in the second preceding week eight declined and 35 ‘advanced. 


WEEKLY WHOLESALE COMMODITY PRICE INDEX 
Compiled by The National Fertilizer Association 
1935-1939—100* 

% Latest Preceding Month Year 
Each Group Week Week Ago Ago 
Bears to the Group Mar. 15, Mar.8, Feb.15, Mar. 16, 
Total Index ‘. 1947 1947 1947 1946 

25.3 eee eee 224.4 225.3 218.1 141.9 

ky ees 321.4 316.2 286.6 147.4 

CO a ae ee 427.4 427.4 387.5 163.1 

23.0 SE I site nin encninaecs cooteoonentes 256.0 255.1 233.8 172.5 
a als 336.1 330.8 313.2 251.8 

GE EP SS ae ae ae ee <a 253.1 239.1 210.1 172.4 

RSE ES See ee ve 249.5 253.5 239.9 160.2 

17.3 RT ES i Se See 159.2 159.2 158.5 126.5 
10.8 Miscel'aneous Commodities__-----~-. 162.6 159.9 154.5 134.3 
8.2 0 ER tec a ee 211.1 209.4 215.3 163.7 
2.3 ON Rae a 147.8 146.9 142.9 116.9 
6.1 Building Materials___.......-.-_... 203.0 213.7 215.5 167.8 
1.3 Chemicals and Drugs_...........— 154.5 155.2 155.0 127.2 
an Portilizer Materisels__............... 128.0 127.8 125.5 116.4 
a NF al ER eR or eae oe 133.7 133.7 133.6 119.8 
3 PEE. os ce cccetnteenniiane 126.3 126.3 124.3 105.2 
190.0 All groups combined___...___--~ ~~. 199.6 199.9 193.8 143.6 

*Indexes on 1926-28 base were: March 15, 1947, 155.5; March 8, 1947, 155.7; and 
March 16, 1946, 111.9. , 





Electric Output for Week Ended March 15, 1947, 
19.5% Ahead of That fer Same Week Last Year 


The Edison Electric Institute, in its current weekly report, es- 
timates that the amount of electrical energy distributed by the 
electric light and power industry for the week ended March 15, 1947, 
was 4,763,843,000 kwh., an increase of 19.5% over the corresponding 
week last year when electric output amounted to 3,987,877,000 kwh. 
The current figure also compares with 4,786,552,000 kwh. produced 
in the week ended March 8, 1947, which was 21.1% higher than the 
3,952,539,000 kwh. produced in the week ended March 9, 1946. The 
largest increases were reported by the Southern States and Central 
Industrial groups which showed increases of 24.2% and 23.3%, 











re- 
spectively over the same week in 1946. 
PERCENTAGE INCREASE OVER SAME WEEK LAST YEAR 
Major Geographical Week Ended 
Division— Mar. 16 Mar. 8 Mar. 1 Feb. 22 Feb 15 

See Busine... ...206 11.5 13.0 10.3 16.4 12.8 
Middle Atlantic_._..________ 12.1 13.6 12.3 14.3 13.6 
Sentral Industrial________ 23.3 23.8 24.4 30.8 29.3 
i,  ) ae 18.4 18.1 16.5 17.0 16.7 
Southern States__._..______ 24.2 27.2 24.8 23.5 24.1 
Recky Mountain__________ 10.6 13.0 10.5 7.6 7.0 
| og Shee 20.2 23.1 21.7 19.9 19.4 

Total United States_____ 19.5 ‘21.1 19.9 21.8 21.0 

DATA FOR RECENT WEEKS (Thousands of Kilowatt-Hours) 
% Change 

Week Ended— 1946 1945 Over 1945 1944 1932 1929 

5 ——- 4,672,712 4,096,954 +14.1 4,538,012 1,563,384 1,840,863 
oe SSE 4,777,943 4,154,061 +15.0 4,563,079 1,554,473 1,860,021 
| Sra 4,940,453 4,239.376 +165 4,616,975 1,414,710 1,637,683 
_ a) Gee 4,442,443 3,758,942 +18.2 4,225,814 1,619,265 1,542,000 

% Change 

Week Ended— 1947 1946 Over 1946 1945 1932 1929 
Si, Se 4,573,807 3,865,362 +18.3 4.427,281 1,602,482 1,733,810 
| ee eet — 4,852,513 4,163,206 +166 4,614,334 1,598,201 1,736,721 
ay eee 4,856,890 4,145,116 +17.2 4,588,214 1,588,967 1,717,315 
"Va aA 4,856,404 4,034,365 +20.4 4,576,713 1,588,853 1,728,208 
gh See 4,777,207 3,982,775 +19.9 4,538,552 1,578,817 1,726,161 
) SS ee ee 4,801,179 3,983,493 +205 4,505,269 1,545,459 1,718,304 
Feb, 15____--_____ 4,778,179 3,948,620 +210 4,472,298 1,512,158 1,699,250 
. | eee 4,777,740 3,922,796 +218 4,473,962 1.519.679 1,706,719 
ge 4,797,099 4,000,119 +19.9 4,472,110 1,538,452 1,702,570 
Oe eee 4.786,552 3,952,539 +21.1 4,446,136 1,537,747 1,687,229 
Mar. 15 ----. 4,763,843 3,987,877 +19.5 4,397,529 1,514,553 1,683,262 
EIS 4,017,310 4,401,716 1,480,208 1,679,589 
Mar. 29 a ES 3,992,283 4,329,478 1,465,076 1,633,291 

National Cotton Week Parcel Post to Greece 

The period May 19 to 24 has} Postmaster Albert Goldman an- 
been selected for the nationwide| nounced on March 6, that the 
observance of National Cotton| weight limit applicable to parcel 


Week, according to an announce-| post packages addressed for de- 


ment on March 12 by the Cotton-!|livery in Greece (including 
Textile Institute and National| Crete) is increased from IL 


Cotton Council, co-sponsors of the 
nation-wide merchandising event. 
The slogan will be “Pick Cotton” 
and will emphasize the return to 
store shelves of dependable sup- 
plies of the quality cottons which 
were scarce during the last five 
years. The announcement points 
out that production of cotton tex- 
tiles has been rising since last 
April and is now proceeding at 
the rate of above ten billion yards 
per year. Since its inauguration in 
1931, store support of National 
Cotton Week has risen from 30,000 
retail units to more than 100,000 
dry goods and department stores 
and specialty shops. 

While some shortages of cotton 


pounds to 22 pounds per parcel. 
It was further announced: 


The regulation restricing par- 
cels to one each two weeks, from 
the same sender to the same ad- 


dressee, has been removed. The 
postage charges applicable to par- 
cels for Greece have been in- 
creased and information in this 
respect may be obtained at any 
post office. 


Moody’s Daily 
Commodity Index 








products remain, the Institute and LS ep) Bag po ge ee Gel Spl og rf 
Council point out that it is only | Thursday, March 13... 425.2 
a question of time before these Sheree March 14_--._________._-. -_ 
will be corrected. Given a con-| Monday’ Marche Me 9902 
tinuance of the present record-| Tuesday, March 18... —-——«é«a4 2B 
breaking peacetime production, | Two weeks ago, March 4.________ 416.6 
mills will soon be in a position to| Month ago, Peb. 18.-_.____________ 398.5 
supply retailers with adequate| °°?" °8 March 18, 1946--------- = 
supplies of many items of which | '**6 igh. Dec. | 24,------------- os 
consumers are in most urgent} jo47 High. March 17. ; _ 430.2 


need. Low, Jan. 26.___. 
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380.6 
264.7 
430.2 
371.5 





Volume 165 Number 4578 


THE COMMERCIAL & FINANCIAL CHRONICLE 


1575 





Hotel Sales in October 


Horwath & Horwath, New Yor ic 
December “Hotel Builetin,” nies ye * 
— ne owatd a ae the same increase this 
as they did in September, it will be noted in the N is 
increase is 4 points smaller than the 12% ue ae ee ‘ne 
— tr gg The report added: , : 

“Octo er’s improvement of 4% in total room s nti 
the result of increased rates, as the occupancy neonlh sonal pete Racing 

As has been the case for the past three months, total restaurant 
sales were better because of a sufficient uSward movement in food 
sales to more than offset the decline in beverage sales. Of the eight 
groups reporting, three show restaurant increases substantially lower 
than in September: New York City 10% in October against 15% in 
September, Chicago 24% against 29%, Detroit 7% against 22% De- 
troit’s increase in total sales was just about halved. This reflected 
oogel ——- on all counts, with a particularly sharp decrease of 
a volume as contrasted with an increase of 14% in 


“The Pacific Coast contin 
count except food sales. Howe 
capacity. 

“Chicago’s increase in 
September, with all source 

“Occupancy for the g 
but all sales except food s 
nose-dived 3 points from 
nor decrease. 

“Figures for Washin 


.ccountants, in their 
while total sales for the 
October over a year ago 


ues to register minus signs on every 
ver, its occupancy at 97% is still near 


total sales stands 4 points lower than in 
s recorded here showing lower gains, 

roup All Others held at September’s 93% 
howed poorer results in October. Beverages 
their September plateau of neither increase 


, gton are omitted this time because the h tel 
strike there during October made the figures for that month lire tence 


parable with those for the preceding year. F 
Pittsburgh is not included in All Others” 8° S8Me Feason, 


The following table was also included in the report: 





a OCTOBER, 1946, COMPARED WITH OCTOBER, 1945 
TRoom 
Rate 
——————Sales, Increase or Decrease————____ Occupancy Increase 
otietes Total Oct., Oct., or 
o diate retin o al Rooms Restaurant Food Beverages 1946 1945 Decrease 
Mad ork City_. + 8% + 6% +10% +16% + 1% 97% 96 % + 5% 
Chicago _____ +15 + 6 +24 +31 +13 97 95 + 4 
Philadelphia -—- +37 + 7 +28 +34 +18 96 96 + 7 
**Washington___ . 
Cleveland ____.__ +24 +11 + 33 + 39 22 
! t + 35 +22 97 96 9 
Detroit inka + 6 + 5 + 7 +17 —10 96 96 : 5 
Pacific Coast - — 1 —1 —1 +11 —31 97 98 0 
Wee... 2 — 1 + 7 +11 —23 93 92 — 2 
All Others__.__._ + 9 + 3 +12 +20 — 3 93 94 + 4 
Total -....... + 8% + 4% ° 411% +19% —5% 95% 95% 4 4% 
Year to date__ +12% + 8% + 17% 4 21% + 9% 94% 91% + 5% 


**No figures for Washington are given, because of the hotel strike in October, 1946. 


MONTHLY TOTALS FOR LAST SIX MONTHS 
October, 1946__ + 8% 


+ 4% +11% +19% — 5% / % 
September j + 8B + 5 +12 +20 ~— ; : oa i po E : iad 
August —___- + 9 + 8 +11 +18 — 1 96 92 + 4 
 « aa +10 + 8 +12 +18 + 1 89 87 + 6 
i aS Se » i +18 +24 + 6 G4 91 + 
| . +16 + 9 +21 +24 +16 93 90 + § 


*Rooms and restaurant only. tThe term ‘‘rates’’ wherever used refers to the 
average daily rent per occupied room and noi to scheduled rates. 





Bankers Dollar Acceptances Outstanding on 
Jan. 31, $241,436,000 


The volume of bankers dollar acceptances outstanding on Jan. 31 
amounted to $241,436,000, an increase of $14,259,000 from the Dec. 31 
total, according to the monthly acceptances survey issued Feb. 13 
by the Federal Reserve Bank of New York. As compared with a 
year before, the Jan. 31 total represents an advance of $75,084,000. 


_ In the month to month comparison imports, exports, domestic 
shipments and those figures based on boods stored in or shipped 
between foreign countries increased from December to January, 
while domestic warehouse credits and dollar exchange decreased. 
In the yearly analysis, imports, exports and domestic shipments 
increased, while all other items were lower on Jan. 31, 1947, than 
on the corresponding date a year ago. 

The Reserve Bank’s report follows: 


BANKERS DOLLAR ACCEPTANCES OUTSTANDING—UNITED STATES 
BY FEDERAL RESERVE DISTRICTS 





Federal Reserve District— Jan. 31, 1947 Dec. 31. 1946 Jan. 31.1946 
Re NN a as chide Siok cn sioeminaidictiniak $17,832,000 $18,577,000 $24,025,000 
| aE ES 150,993,000 141,817,000 92,996,000 
NID on a 16,716.000 15,267,000 12,223,000 
SARS cite SS SSS SA 1,516,000 2,057,000 1,652,000 
2 ~~ aa aaaere 936,000 744,000 1.611,000 
_. SSG) NR eee 4,833,000 5,009,000 6,164,000 
oe oes 7,914,000 8,711,000 4,892,000 
| HG GODS “fy 1,644,000 977,000 987,000 
oS are ee 244,000 150,000 159,000 
Po) ae j Bat cata 
Se 4,627,000 4,577,000 483.000 
a2 Gen Praacised.... 3... 35,081,060 29,291,000 21,160,000 
ES ae Sarees 6 $241,436,000 $227,177,000 $166,352,000 
Increase for month... $14,253,000 Increase for vear_.__. $75,084,000 
ACCORDING TO NATURE OF CREDIT 
Jan. 31, 1947 Dec. 31. 1946 Jan. 31.1946 
AIS ae Rle Lett A AE ee le ie ee $171,740,000 $162,054,000 $109,415,000 
0 Se re ee ee ae eee 34,986,000 29,216,000 20,011.000 
Domestic shipments_____ te ae aS 12.033,000 11,331,000 11,437,000 
Domestic warehouse credits_________ 14,928,00 17,709,000 17,571,000 
Dollar exehange._........ 3... 13,000 110,C00 133,000 
Based on goods stored in or shipped 
between foreign countries_______-_- 7,736,000 6,757,000 7,785,000 


Imports of coffee, woodpulp, linseed oil and copra; exports of machinery, tin- 
plate, and general merchandise, and sterage of sugar in Cuba accounted for a large 
part of the increases in the respective classifications, The decrease in domestic ware- 
house bills was accounted for largely by declines in the storage of cotton and lead 
concentrates. Since 1925 there have been 12 incraases as against 11 decreases in the 
month of January. 


BILLS HELD BY ACCEPTING BANKS 


Own Bills____ £85,358,000 Bills of others____) $97,765,000 Total____ $183,123,000 
Increase for month____ $14,441,000 
CURRENT MARKET RATES ON PRIME BANKERS ACCEPTANCES, FEB. 13, 1947 
Days Dealers’ Buying Rates Dealers’ Selling Rates 
ee PEF NE A AS Ve % 12 % 
Si asinthcl ic spasehtoatt on Va % 13 % 
ES SRR Ve % 13 % 
. Je i 13% Ve % 
a: A 1% 13 % 
gh RA 1% 13 % 


6 





Changes in Holdings of Reacquired Stock | 
Of N. Y. Stock and Curb Listed Firms 


The New York Stock Exchange announced on Feb. 15, that the 
following companies have reported changes in the amount of stock 
held as heretofore reported by the Department of Stock List: 


—_ 


Shares Shares 
Previously Per Latest 

Company and Class of Stock— Reported Report 
Alleghany Corp., prior convertible preferred______- _ 7,700 10,800 

5%2% cumulative preferred, series A-._._____----- ame 45,900 52,800 
Allied Stores Corp., 4% cumulative preferred____-_- baie 200 1,000 
American-Hawaiian Steamship Co., common letiead 90,000 40,400 
American Hide and Leather Co., 6% cum. ccny. pfd a 2,400 3,900 
Associates Investment Co., common “ 39,195 38,813 
Atlantic Gulf & West Indies Steamship Lines, 5% non- 

cumulative preferred bas 2,925 3,025 
Austin, Nichols & Co., cum. cony. prior pref. _ 2,600 None (1) 
Barber Asphalt Corp., common = me None 6,340 (2) 
Bliss (E. W.) Co., $2.25 convertible preferred ian None 1,500 (3) 
Borden Company (The), capital_- = 200,958 203,758 
Bristol-Myers Co., 3%4% cumulative preferred - 1,238 1,500 
Burlington Mills Corp., common_ s 55,964 43,239 (11) 
Clinton Industries, Inc., common <2 21,200 23,000 
Cuban-American Sugar Co. (The), 7% cum. preferred ‘i 6,184 6,214 
El Paso Natural Gas Co., common , . 1,252 1,263 
Flintkote Co. (The), $4 cumulative preferred_ ‘ 2,000 3,800 
General Telephone Corp., common ee . None 1,775 (4) 
Gimbel Brothers, $4.50 cumulative preferred ~ 14,087 14,287 
Glidden Company (The), common te 6,400 8,000 
Grayson-Robinson Stores, Inc., $2.25 cum. conv. pfd. ‘ None 500 
Guantanamo Sugar Co., $5 cum. conv. preferred____---- 750 920 
Hat Corporation of America, 442° cum. preferred - 290 470 
International Minerals & Chemicals Corp., common - 14,474 3,249 (5) 
Jewel Tea Co., Inc. common ‘ ; 1,270 1,238 
Johnson & Johnson, cum. 2nd pfd., series A 4% . 890 887 (6) 

Common -. = . 18,555 18,391 (6) 
Kinney (G. R.).Co., Inc., $5 prior preferred ‘ 1,000 1,330 
Minnesota Mining & Manufacturing Co., common . 1,400 415 (7) 
National Distillers Products Corp., common . 94 96 
National Supply Co. (The), 442% cumulative preferred___ 4,055 4,415 
Outboard, Marine & Manufacturing Co., common . 48 49 
Paramount Pictures, Inc., common eae . 58,000 96,400 
Pittsburgh Coke & Chemical Co., $5 cum. cony. pfd. z 30 740 
Plymouth Oil Co., common sipredbidessienas ; : 2,314 5,214 
Purity Bakeries Corp., common . 9,080 None (8) 
Radio-Keith-Orpheum Corp., common ‘ None 25,000 
Reliable Stores Corp., common ____- ~~ <n 1,710 2,010 
Reynolds Spring Co., common . 7 1,432 1,732 
Sheaffer (W. A.) Pen Co., common : 341 None 
Sinclair Oil Corp., common ” 954,164.14 954,170.88 
Spiegel, convertible cumulative $4.50 preferred = 100 610 
Sterling Drug Inc., common___- . ‘ 2,370 2,372 
Tide Water Associated Oil Co., $3.75 cum. pfd. ' 1,100 2,790 
Westvaco Chlorine Products Corp., $3.75 cum. pfd. " 1,540 70 (9) 
West Virginia Pulp & Paper Co., cum. pfd. 412% series__ 3,681 None (10) 
Wilson & Co., $4.25 cumulative preferred al aa diliedns ie ehaecateas 9,114 9,514 

NOTES 


(1) 2,400 Shares purchased during Jan., 1947. These shares, and 2,600 shares previ- 
ously acquired, disposed of during January to officers and employees in connec- 
tion with the company’s Employees Stock Purchase Plan. 

(2) Purchased in settlement of claims presented by holders of the capital stock of the 
company. 

(3) Purchased for sinking fund during October, 1946. 

(4) Received from General Telephone Service Corp., distributing agent, 1,775 shares 
of common stock of General Telephone Corp. and stock warrants carrying the 
right to purchase 18,570 shares of such Common Stock. These remained un- 
distributed to the holders of securities of and approved general claims against 
Associated Telephone Utilities Co. at the close of business on Dec. 31, 1946, 
the final cut-off date fixed by the Federal Court in the Associated Telephone 
Utilities Co. reorganization proceedings. 

(5) 11,225 shares issued upon exercise of outstanding warrants. 

(6) Three shares of preferred and 164 shares of common issued during January 1947 
pursuant to Employees’ Extra Compensation Plan. 

(7) 985 shares sold under Profit-sharing Stock Purchase Plan during third quarter 
of 1946. 

(8) Treasury shares issued pursuant to terms of options granted officers and em- 

ployees in 1942 and 1946. 


(9) 1,540 shares retired in accordance with Purchase Fund provisions of preferred 
stock. Seventy shares purchased during January 1947. 


(10) Deposited with trustee for redemption, 
(11) During December acquired 7,100 shares and disposed of 18,650; during January 
acquired 4,400 shares and disposed of 5,575. 
The New York Curb Exchange announced on Feb. 15 the follow- 
ing changes in holdings of reacquired stock as reported to it by issu- 
ers of fully listed securities traded on that exchange: 


Shares Shares 

Previously Per Latest 

Company and Class of Stock— Reported Report 
Bridgeport Oil Co., Inc., common__—-_-~--~~-------- " 4,300 2,800 
Charis Corp., common-_-_-_---~- Le aa a " 8,610 8,910 
Equity Corp., $3 conv. preferred_-__..------------ 87,495 9,761 
Hussmann-Ligonier Co., $2.25 preferred___-~~--- ‘ 1,675 1,775 
Hygrade Food Products Corp., common __----~-~~- heap 48,374 49,174 
Kleinert (I. B.) Rubber Co., common-_--_-. asl - 28,337 28,437 
Merritt-Chapman & Scott Corp., 642% A preferred _ 1,950 2,100 
Midwest Oil Co., common _-_-_-_-~--.-------~-------- as None 7,269 
Niagara Share Corp., B common_-_-_-~_~-- eceiaaienaniett = 270,190 271,290 
Pantepec Oil Co. of Venezuela, C. A., common capital) __- $103,128 3,128 


Tobacco and Allied Stocks, Inc., capital__-------- eae 10 310 
¢*The above referred to 87,495 shares of $3 convertible preferred stock of Equity 
Corp. have been retired. 
100,000 shares of common capital stock of Pantepec Oil Co. of Venezuela, C. A., 
have been transferred to a subisidiary of the company. 


Bank Debits for Month of February 


The Board of Governors of the Federal Reserve System issued 
on March 12, its usual monthly summary of “bank debits” which we 
give below: 





SUMMARY BY FEDERAL RESERVE DISTRICTS 
(In millions of dollars) 
3 Months Ended 








Feb., Feb., as se 

as ehh esata _ gee 1. «6 oa.le7?) «(31,798 
SO TARSAL LET 32.432 32,733 114,275 122,211 
TTL TTT = 2.539 3233 12.474 1,350 
Cleveland_____--._-.----------+--------- 5,270 4,186 17,848 Heo 
aR TT TET 3.138 2.752 10,662 9.273 
a centahaltealianienns 3181 2.683 10,606 - 8.996 
I a oneicentmaptenrchinrvonetoieieameonementiie® 12.231 10,187 40,563 5.644 
eames RAG AEE SAE 2.594 2.040 8.675 7,022 
SS EE ES 1.682 1,364 5,833 4.774 

Ec enensnmene ansemmmatoceeasers 3.023 2.432 10,128 1 
a “4 Law 2°754 2241 9.157 7.577 
RA a 8,189 6.949 26,584 22.904 
Total, 334 centers_______------------ 81,569 73,963 278.974 preg 
New York City__._------------. 29.745 30.498 105,302 124,352 

#2460 other centers.____...~.-.-~. 43,198 36,210 144,640 6, 


193 other centers___—-~-~-------- 8,626 7,255 29,031 eae 
*Included in the national series covering 141 centers, available beginning b 


US Economists at 
Swiss Conference 


Nearly a score of leading Amer- 
ican economists and _ historians 
plan to leave New York for 
Switzerland this week to take 
part in a 10-day conference on 
pressing world economic prob- 
lems, it was announced on March 
13 by the Foundation for Eco- 
nomic Education, Inc. The econ- 
omists wiil discuss plans for a 
permanent international organiza- 
tion to study “the philosophy of 
freedom.” Most members of the 
party will sail March 22 on the 
Queen Elizabeth for Southampton 
on the first leg of the trip. Others 
will go by TWA on various dates. 
They will return approximately 
April 15. The conferences will 
open at Mont Pelerin on April 1. 


The goal of the permanent or- 
ganization, if it is decided to es- 
tablish one, bust be “the solu- 
tion not of the political task, or 
gaining mass support for a given 
program, but to enlist the sup- 
port of the best minds in formu- 
lating a program which has a 
chance of gaining general sup- 
port,’ says Dr. Friedrich A. Ha- 
yek, of the London School of Eco- 
nomic and Political Science, who, 
arranged and who has issued the 
invitations for the conference. Dr. 
Hayek, in a letter from London 
added: 

“Our effort therefore differs 
from any political task in that 


‘it must be essentially a long-run 


effort, concerned not so much 
with what would be immediately 
practicable, but with the beliefs 
which must gain ascendance if 
the dangers are to be averted 
which at the moment threaten in- 
dividual freedom.” 


A formal program will be pre- 
sented in the first three or four 
days of the conference, with brief 
papers on “ ‘Free’ Enterprise or 
Competitive Order,’ “The Prob- 
lems and Chances of European 
Federation,” “Liberalism and 
Christianity,” ‘Modern Historiog- 
raphy and Political Education” 
and other subjects; thereupon 
the formal session will be re- 
sumed to decide whether the 
permanent organization should be 
set up, and if so what form it 
should take. 


Attending the conference from 
the United States will be Ludwig 
von Mises, Professor of Econom- 
ics at New York University; 
Henry Hazlitt, associate, ‘“‘News- 
week” magazine; John Davenport, 
of the editorial board of ‘‘Fortune” 
magazine, all of New York; Leon- 
ard E. Read, President, V. Orval 
Watts, editorial director, and F. A. 
Harper, economist, all of the 
Foundation for Economic Educa- 
tion, Irvington-on-Hudson; H. D. 
Gideonse, President, Brooklyn 
College; Felix Morley, editor, “Hu- 
man Events,” Washington; Frank 
D. Graham, economist, Princeton 
University; George J. Stigler, 
Professor of Economics, Brown 
University, Providence, R. L,; 
Fritz Machlup, Professor of Eco- 
nomics, University of Buffalo; 
Loren B. Miller, director, Bureau 
of Governmental Research, De- 
troit; Aaron Director, University 
of Chicago law school; Milton 
Friedman, Associate Professor, 
and Frank H. Knight, economist, 
University of Chicago; and Kari 
Brandt, economist, Food Researcn 
Institute, Stanford University, 
Palo Alto. 

The William Volker Charities 
Fund of Kansas City, Mo., is spon- 
soring the American delegation, 
with Swiss hosts providing the 
accommodations at Mont Pelerin. 





Annual Safety Convention 
New York City Mar. 25-28 


The annual Safety Convention 
and Exposition, sponsored by the 
Greater New York Safety Coun- 
cil and cooperating agencies, wie. 
be held in the Hotel Pennsyi+ 
vania in New York City, March 





25-28. 
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Trading on New York Exchanges 


The Securities and Exchange Commission made public on March 
12 figures showing the volume of total round-lot stock sales on the 
New York Stock Exchange and the New York Curb Exchange and 
the volume of round-ioc stock transactions for the account of all 
members of these exchanges in the week ended Feb. 22, continuing a 
series of current figures being published weekly by the Commission. 
Short sales are shown separately from other sales in these figures. 

Trading on the Stock Exchange for the account of members 
(except odd-lot dealers) during the week ended Feb. 22 (in round- 
lot transaction) tota! 1,676,310 shares, which amount was 17.20% 
of the total transactions on the Exchange of 4,875,070 shares. This 
compares with member trading during the week ended Feb. 15 of 
2,129,883 shares, or 18.61% of the total trading of 5,721,930 shares. 

On the New York Curb Exchange, member trading during the 
week ended Feb. 22 «mounted to 446,160 shares, or 17.56% of the 
total volume on that Exchange of 1,270,345 shares. During the week 
ended Feb. 15 trading tor the account of Curb members of 636,285 
shares was 18.77% of the total trading of 1,694,530 shares. 


Total Round-Lot Stock Sales on the New York Stock Exchange and Round-Lot Stock 
Transactions for Account of Members* (Shares) 


WEEK ENDED FEB. 22, 1947 





‘A. Total Round-Lot Sales: Total for Week t% 
Rs en 175,520 
I I ia is dict die 





oe 4,699,550 




















SR mR See SM ST ot aa 4,875,070 
B. Round-Lot Transactions i1or Account of Members, 
Except for the Odd-Lot Accounts of Odd-Lot 
Dealers and Specialisis 
1. Transactions of specialists in stocks in which 
they are registered— 
Total purchasrs_____ 527,370 
Short sales__...__~ 91,840 
tOther sales________ Sail 427,710 
(NS: as Se ee ke 519,550 10.74 
2. Other transactions !nitiated on the floor— 
a 2 AES A mn 119,200 
Short sales_._...... EER LA 11,900 
tOther sales_______ a 123,290 
SR EI Ee 135,190 2.61 
3. Other transactions initiated off the floor— 
re ROO. .. «.ccediiesidicls astaebictiiaaem inant 173,765 
0 ON ae TE aS ae 19,610 
ES OO EIN 181,625 
ss tes dan in Sc idea ean itchiness 201,235 3.85 
4. Total— . 
NE ETE Ee eA ADS OP LT 820,335 
SE DT ah AE Ie ee 123,350 
ES SESE LST en 732,625 
ERE me ont eee Le hl ae 855,975 17.20 


Total Round-lot Stock Sales on the New York Curb Exchange and Stock 
Transactions for Account of Members* (Shares) 

















, WEEK ENDED FEB. 22, 1947 
& Total Round-Lot Sales Total for Week t% 
i eS Sea eee ales 15,740 
I —s 1,254,605 
EES A ane sired 1,270,345 
B Round-Lot Transactions for Account of Members: 
1. Transactlons oi specia:ists in stocks in which 
thev are regis’ erea— 
I 105,635 
I Sd ea 7,490 
I a 115,165 
ON i 122,655 8.99 
2. Other transactions initiated on the floor— 
RE En ee Se REE, ae ee 33,510 
a AEA RENE OES rar ea 2,000 
RT EELS PP Or OMEN REA 34,350 
Ce La De BELTS aN SE ae ne Oe 36,350 2.75 
3. Other transactions initiated off the floor— 
Ea ee RD. NS GT EE 87,610 
RE SG ED OG 3,950 
ER RS SI SI ABET ST ES PN 56,450 
ES EERE EE FISE SS La aS Meee Sa 60,400 5.82 
4 Total— 
I a ~ 33 226,755 
in AS Py EAE Oe a 13,440 
tOther sales____.__- ee Pe eee 205,965 
OT gE RE a a ee er ee 219,405 17.56 
C Odd-Lot Transactions for Account of Specialists— 
CS eee ee a 0 
NN GS GRR SS PRR Cae 82,707 
EE Oe e eee eee Ne 82,707 
I a 61,476 


*The term ‘“‘members" includes all regular and assoclate Exchange members, their 
firtns and their partners, including special partners. 

tIn calculating these percentages the total of members’ purchases and sales is 
compared with twice the total round-lot volume on the Exchange for the reason that 
the Exchange volume includes only sales. 


tRound-lot short sales which are exempted from restriction by the Commission's 
ru‘es are included with “other sales.” 


§Sales marked ‘‘short exempt’’ are included with “other sales.” 


Civil Enzineering Construction Totals 
¢163,332,000 for Week 


Civil engineering construction volume in continental United 
States totals $13,552,000 for the week ending March 13, 1947, as 
reported by “Engineering News-Record.” This volume is 19% below 
the previous week, 38% above the corresponding ‘week of last year, 
and 11% above the previous four-week moving average. The report 
issued on March 13, went on to say: 

Private construction this week, $69,294,000, is 31% less than last 
week, and 51% above the week last year. Public construction, $34,- 
938,000, is 25% above last week, and 18% more than the week last 
vear. State and municipal construction, $31,831,000, 42% above last 
week. is 45% above the 1946 week. Federal eonstruction, $2,207,000, 
is 54% below last week, and 68% below the week last year. 

Total engineering construction for the 11-week period of 1947 
records a cumulative total of $1,018,664,000, which is 38% above the 
iotal for a like period of 1946. On a cumulative basis, private con- 
struction in 1947 totals $678,372,000, which is 36% above that for 
1946. Public construction, $340,292,000, is 42% greater than the cumu- 


lative total for the corresponding period of 1946, whereas state and 








municipal construction, $261,344,000 to date, is 62% above 1946. . Fed- | 
eral construction, $78,948,000, lost .5% below the 11-week total of 1946. | 
Civil engineering construction volume for the current week, last | 


week, and the 1946 week are: 


3-13-47 3-6-47 3-14-46 
Total U. S, Construction__._ $103,332,000 $127,871,000 $74,769,000 
Private Construction ------- 69,294,000 100,596,000 45,893 000 
Public Construction __...... 34,038,000 27,275,000 28 876,000 
State and Municipal------ 31,831,000 22,479,000 22,014,000 
oo ee Se 2,207,000 4,796,000 6,862,000 
In the classified construction groups, waterworks, highways, 


commercial buildings, and public buildings gained this week over 
last week. Seven of the nine classes recorded gains this week over 
the 1946 week as follows: Waterworks, sewerage, bridges, highways, 
commercial buildings, public buildings, and unclassified construction. 


New Capital 
New capital for construction purposes this week totals $17,059,- 
000, and is made up of $13,566,000 in state and municipal bond sales, 
and $3,493,000 in corporate securities. New capital for construction 
purposes for the 11-week period of 1947 totals $225,159,000, 31% less 
than the $327,654,000 reported for the corresponding period of 1946. 


Selected Income and Balance Sheet items 
Class | Railways for July 


The Bureau of Statistics of the Interstate Commerce Commission 
has issued a statement showing the aggregate totals of selected in- 
come and balance sheet items for Class I steam railways in the 
United States for the month of July and the seven months ending 
with July, 1946 and 1945. 

These figures are subject to revision and were compiled from 
128 reports representing 132 steam railways}+. The present statement 


excludes returns for Class A switching and terminal companies. The 
report is as follows: 





All Class I Railways 
For the month of July For the seven months of 
1946 1945 1946 1945 
Income Items— $ $ $ $ 


Net. ry. operating income $62,806,405 $98,775,651 $215,794,089 $547,335,511 
Other income____ 





niacin ects vcckabes 14,950,754 14,889,900 102,769,273 110,088,487 
Total income spetintaies ee 77,757,160 113,665,551 318,563,362 757,423,998 
Miscell. deductions from inc._ 3,000,917 2,638,188 16,416,198 18,063,028 
Inc. avail. for fixed charges_. 74,756,243 111,027,363 302,067,164 739,360,970 
Fixed charges: 
Rent for leased roads & equir 10,172,472 11,964,464 68,665,388 86,325,759 
*Interest deductions________ 28,889,445 30,330,582 207,316,653 219,730,204 
Other deductions alicia leapiaiit 122,403 114,318 843,159 776,736 
Total fixed charges_______ 39,184,325 42,409,364 276,825,200 306,832,699 
Income after fixed charges__ 35,571,918 68,617,999 25,241,964 432,528,271 
Contingent charges__________. 3,520,596 3,334,393 21,117,630 2%3,200.067 
tNet income ip cnenen Ramin ohn 32,051,322 65,283,606 4,124,334 409,328,204 
Depreciation (way and struc- 
tures and equipment)_____ 28,457,793 27,853,930 198,940,323 193,568,899 
Amortiz. of defense projects___ 954,867 20,303,731 4,872,643 138,024,302 
Federal income taxes________-. 12,057,144 87,076,331 24,715,200 680,264,035 
Dividend appropriations: 
On common stock__.--__-~~-. 3,080,449 3,204,217 86,763,512 83,184,655 
On preferred stock___._____ 935,075 783,407 26,127,870 22,536,466 
{Ratio of inc. to fixed charges_ 1.91 2.62 1.09 2.41 








**Class I Railways Not in 
Receivership or Trusteeship 
Balance at end of July 


All Class I Railways 
Balance at end ot July 


Selected Asset Items— 19846 

















1945 1946 1945 

Expenditures (gross) for ad- 

ditions and betterments: ; 

Road__ ~--<--.-.. $119,879,364 $121,363,817 $99,146,311 $99,516,326 

Equipment , apres 148,009,742 163,891,777 129,799,634 132,578,128 
{Investments in stocks, bonds 

etc., other than those oi 

affiliated companies 581,821,256 551,453,453 559,989,023 527,028,105 
Other unadjusted debits 136,361,787 258,742,712 107,010,576 205,353,932 
RE acct _— ee 976,173,000 1,316,780,181 806,220,774 907,801,496 
Temporary cash investments 1,220,974,647 1,887,536,011 941,758,424 1,503,096,853 
Special deposits 176,986,403 259,820,477 160,064,169 243 903,240 
Loans and bills receivable___ 417,674 649.049 410,838 646,133 
Traffic & car-service bal.—Dr. 47,458,617 54,776,217 38,388,991 40,399,285 
Net balance receivable from 

agents and conductors______ 118,413,404 136,835,232 105,153,056 123,621,635 
Miscellaneous accounts receiv._ 360,085,116 615,446,201 297,069,148 503.205,085 
Materials and supplies 619,761,759 607,417,370 536,809,515 526,553,148 
Interest & dividends receivable 19,327,070 32,053,192 14,475,375 26,453,251 
Accrued accounts receivable 185,866,776 286,061,019 159,359,284 235,384,111 
Other current assets i oe 32,869,730 60,599,914 26,351,531 57,374,148 





Total current assets 3,758,344,196 5,057,974,863 3,086,061,175 4,168,438,385 





Selected Liability Items 
tFunded debt maturing within 
| ener ‘ 84,867,887 








alta aoe 103,722,380 73,219,734 96,356,452 
§Loans and bills payable 11,054,058 5,354,058 7,200,000 1,500,000 
Traffic and car-service bal- 

ances—Cr. ___- 111,002,619 175,900,121 95,708.010 154,052 768 


Audited accs. & wages payable ; 








480,336,333 457,010,827 416,4°9,132 399,217,502 
Miscellaneous accounts payable 181,134,089 203,732,699 144,634,208 159,266,961 
Interest matured unpaid______. 44,708,640 46,486,083 29,353,893 40,747,656 
Dividends matured unpaid_____ 14,123,933 7,764,117 13,846,291 7,486,267 
Unmatured interest accrued___. 59,197,275 55,673,555 58,244,191 54,412,226 
Unmatured dividends declared_ 12,218,360 12,276,355 12,218,360 12,276,355 
Accrued accounts payable 185,792,124 219,608,407 155,063,176 168,930,838 
Taxes accrued_______. 640,579,811 1,711,569,482 544,431,595 1,464,527.855 
Other current liabilities 105,603,300 153,917,478 97,542,852 143,954,647 
Total current liabilities__.._. 1,845,756,602 3,049,293,182 1,584,741,709 2,606,373,085 
Analysis of taxes accrued: 
U. S. Government taxes_____. 493,906.452 1,542,751,596 416,568,442 1,326,222,253 
Other than U.S. Gov. taxes__ 145,673,359 168,817,886 127,863,154 138,305,602 
Other unadjusted credits______ 395,308,649 577,031,639 322,970,707 501,651,105 


*Represents accruals, including the amount in default. 
receivership or trusteeship the net income was as follows: 
July, 1945, $59,577,438; for the seven months ended July, 1946, $31,323,210: seven 
months ended July, 1945, $363,662,585. tIncludes pavments of princinal of long-term 
debt (other than long-term debt in default) which will become due within six months 
after close of month of report. SIncludes obligations which mature not more then one 
year after date of issue. {For railways in receivership and trusteeship the ratio was 
as follows: July, 1946, 0.92; July, 1945, 1.59; seven months, 1945, 0.60; seven months, 
1945, 1.68. **Figures include returns of the Chicago, Milwaukee, St. Paul and Pacific 
which emerged from trusteeship on Dec. 1, 1945, and the Chicago, Indianapolis and 
Louisville Ry. Co., which emerged from trusteeship on May 1, 1946. ++Excludes 


+For railwavs rot in 
July, 1946, $32,796,945; 





Toledo, Peoria and Western RR., road not in operation. 


se 


Banks to Increase 
Advertising Outlay 


The commercial banks of the 
United States will spend more 
than $30 million for advertising 
in 1947, about $3 million more 
than last year, according to John 
B. Mack, Jr., Deputy Manager of 
the American Bankers Association 
in charge of its Advertising De- 
partment. Quoting from the re- 
sults of a nationwide bank ad- 
vertising survey just completed 
by the Advertising Department of 
the ABA, Mr. Mack said: “Banks 
were asked what they thought 
was the big advertising job in 
1947. In general there were three 
major themes repeatediy men- 
tioned: (1) Sell loan services 
theme; (2) personal money man- 
agement theme; (3) public rela- 
tions theme. The most important 
trend in bank advertising is a 
shift from the strong selling of 
loans so prevalent in 1946 to 
a ‘savings-thrift-careful money 
management’ theme for 1947.” 


The survey divided banks into 
size groups. It was shown that 
the 4,760 banks with deposits un- 
der $1 million will this year spend 
approximately $1,356,600 on ad- 
vertising; in the $1,000,000 to 
$5,000,000 deposit group the 6,900 
banks will spend $5,244,000; the 
1,330 banks with deposits of from 
$5,000,000 to $10,000,000 will spend 
$2,872,800; and the 1,270 larger 
banks will have an aggregate ad- 
vertising budget in excess of $19 
million. The average advertising 
budget for banks in all -classes 
will increase substantia_ly. 


“While newspapers are, of 
course, the basic media through 
which banks advertise their serv- 
ices to the public, supplemented 
by direct mail and window and 
lobby displays, it is interesting to 
note the increase in use of radio 
programs in bank advertising,” 
Mr. Mack. said. “Approximately 
2,000 banks now advertise through 
their local radio stations.” 
IE 


Waive Ship Safety Code 


In a formal report the House 
Merchant Marine Committee on 
March 8 approved, but with ex- 
treme reluctance, continuance for 
another vear of the Coast Guard's 
authority to allow passenger ships 
to go to sea in violation of norma! 
peacetime safety rules. “We were 
just plain lucky,” the report 
stated. according to Washingto! 
Associated Press advices, that no 
disaster has occurred so far. 


Stating that the necessity 
stemmed from “the situation fac- 
ing the American merchant 
marine today and its relation to 
our commitments abroad,” the 
Committee noted that even after 
safety waivers are granted Amer- 
ican ships are substantially safer 
than those of other nations. J" 
the Associated Press advices !! 
was stated: 

With the exception of the 
America, several Grace Line 
ships operating in the South 
American trade, and a numbe! 
of passenger vessels onerated by 
the United States Lines, the 
Committee declared, “practi- 
cally no American ship now 
being used to carry passengers 
complies with the safety stand- 
ards. prescribed by _ .existing 
statute and regulation,” 


However, the Committee ex- 
pressed the view that if Ameri- 
can ships were “withdrawn froin 
world passenger trade because 
certain safety standards could not 
be waived, our future competitive 





position in the world shipping 
picture would be _ irrevocably 
damaged.”’ 


The British Queen Elizabeth 
and Queen Mary, the Committee 
added, “do not comply with the 
high American safety standards. 

The legislation it is stated was 
requested by President Trumen. 
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Daily Average Grude Oil Production for Week 
Ended Mar. 8, 1947 Increased 52,550 Barrels 


The American Petroleum Institute estimates that the daily aver- 
age gross crude oil production for the week ended March 8, 1947, was 
4,823,900 barrels, an increase of 52,550 barrels per day over the pre- 
ceding week and a gain of 420,550 barrels per day over thé corre- 
sponding week of 1946. The current figure also exceeded by 78,900 
barrels the daily average figure of 4,745,000 barrels estimated by the 
Bureau of Mines as the requirement for the month of March, 1947. 
Daily output for the four weeks ended March 8, 1947, averaged 4,- 
784,750 barrels. The Institute’s statement adds: 

Reports received from refining companies indicate that the in- 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- 
mately 4,935,000 barrels of crude oil daily and produced 14,782,000 
barrels of gasoline: 2,304,000 barreis of kerosine; 5,572,000 barrels of 
distillate fuel, and 8,496,000 barrels of residual fuel oil during the 
week ended March 8, 1947, and had in storage at the end of that week 
106,418,000 barrels of finished and unfinished gasoline; 10,816,000 
barrels of kerosine; 36,601,000 barrels of distillate fuel, and 44,202,000 
barrels of residual fuel oil. 


DAILY AVERAGE CRUDE OIL PRODUCTION (FIGURES IN BARRELS) 




















State Actual Production 

*B. of M. Allow- Week Change 4 Weeks Week 
Calculated ables Ended from Ended Ended 
Requirements Begin- Mar. 8, Previous Mar. 8, Mar. 9, 

March Mar. 1 1947 Week 1947 1946 
**New York-Penna.__ 48,200 42,700 — 4,200 45,900 48,100 
ee ae ee 150 + 50 200 100 
**West Virginia ____ 8,000 6,750 + 200 6,800 7,850 
**Ohio—Southeast — 8,000 5,800 + 300 5,400 4,750 
Ohio—Other -_---___ } 2,250 + 100 2,200 3,200 
SNGigee. L262 18,000 17,360 — 700 17,600 18,750 
ee ee eae 210,000 193,800 — 1,950 191,800 207,850 
Meuteetey =o 29,000 26,600 — ~ 900 27,050 30,600 
ee ee 47,000 43,400 — 750 42,150 45,100 
i, eer 700 +700 RPE 700 850 
pS et EE 270,000 270,000 +255,550 —16,250 267,100 244,700 
Oklahoma __________ 375,000 369,475  +366,400 — 2,750 368,950 381,550 

Texas— 

> ae 20,5980 + 600 20,100 weal 
District If -....._. 157,900 + 11,900 148.950 ciel 
District Iff —_.._. ne 487,3C0 + 36,300 460,100 ally 
District T¥.......... 242,000 + 18,750 227,950 ace 
District V...__. 38,300 + 1,850 36,900 shale 
East Texas______ aie 313,000 —15,200 324,400 we She 
Other Dist. VI____ 111,000 + 4,900 107,300 ra 

District VII-B_____ 36,450 4 350 36,200 x 

District VIT-C_____ 34,900 + 2,250 33,200 : 

‘District VIIT_____ 473,'100 + 6,250 469,000 cs 
| > aaa 130,000 + 3,650 127,250 wee. 
Disteset =... 24,650 + 1,500 83,550 pat ee 
Total Texas_._-... 2,060,000 $2,145,271 2,129,750 + 73,100 2,074,900 1,817,500 
orth Louwisiana_____ 94,150 4 300 94,250 fre 
Coathal Louisiana___ 311,450 + 1,150 310,600 ya 
Total Louisiana____ 400,000 447,000 405,600 + 1,450 404,850 375,650 
ane eee 79,000 81,706 74,650 + 750 74,300 77,400 
te mee nel Cea 77,000 86,450 + 2,250 84,500 55,300 
pT es ee 2,100 950 4 100 950 1,000 
New Mexico—So. East) 101,000 112,000 ee , 4 on 5,2 

ico—Other— 4 ‘ 

ae " " ‘ she 100,000 106,400 — 4,500 109,350 102,700 
Montana _- thee 24,000 21,500 — 850 22,950 19,100 
Comreee 2 38,000 34,600 - 1,150 36,650 28,200 
California _..________ + 850,000 $845,300 898,200 8,100 896,500 837,500 
Total United States_ 4,745,000 4,823.900 +52,550 4,784,750 4,403,350 
“*Pennsylvania Grade (included above) __ 55,250 — 3,700 58,1006 60,700 


*These are Bureau of Mines calculations of the requirements of domestic crude oil 
based upon certain premises outlined in its detailed forecasts. They include _ 
condensate that is moved in crude pipelines. The A. P. I. figures are crude oil only. 
As requirements may be supplied either from stocks or from new production, he 
templated withdrawals from crude inventories must be deducted, as pointed oul by 
the Bureau, from its estimated requirements to determine the amount of new crude 
to be produced. 


tOklahoma, Kansas, Nebraska figures are for week ended 7:00 a.m. March 6, 1947. 


¢This is the net basic allowable as of March 1 calculated on @ 31-day basis - 
includes shutdowns and exemptions for the entire month. With the yg 
Several fields which were exempted entirely and for certain other fields oy fe 
shutdowns were ordered for from 4 to 13 days, the entire State was ordered s . — 
for 4 days, no definite dates during the month being specified; operators pol ry = 
required to shut down as best suits their operating schedules or pr A eegg ec = 
operate leases, a total equivalent to 4 days shutdown time during the calendar month. 


§Recommendation of Conservation Committee of California Oil Producers. 
CRUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED 


3 D DISTILLATE 
AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AN 
FUEL AND RESIDUAL FUEL OIL, WEEK ENDED MARCH 8, 1947 


(Figures in thousands of barrels of 42 gallons each) 


i Is plus an 
Figures in this section include reported tota 

satiate of unreported amounts and are therefore on a 
Bureau of Mines basis 











§Gasoline tFinished ieiinate yey pas 
7 % il Crude Runs Product'n and tocks as 
Sean to Stills at Ref. Unfin. of & Dist. Resid. 
Capac. Daily % Op- Inc. Nat. Gasoline Kero- Fuel o 
District— Report’g Av. erated Blended Stocks sine Oil Oo 
‘amine, eo a sien 777 92.6 1,869 23,001 5,240 11,870 6,467 
District No, 1__-_-- 76.3 103 70.5 263 «22.780 191 365 33 
District No. 2_--___ 84.7 55 110.0 189 1,025 : 
“nd., Dl, Ky _. 87.4 855 983 2,772 22,244 1,109 2,543 2,280 
“Okla., Kans., Mo...-. 78.3 398 84.9 1379 10,638 344 1,250 952 
inland Texas _______ 598 2239 69.3 1,011 14:640 213 . 312 _ 812 
T .. 802 1,386 943 3,496 5,225 81 6, . 
Waulttnae Quit Gast. 97.4 354 1103 1,060 5,354 771 2.124 1,534 
No. La. & Arkansas... 55.9 62 49.2 1380 2,620 363 5 
Rocky Mountain— Z 
eee a. RO 
diner 85.5 6816 82.1 2,161 16,441 C79 10,485 25,755 
Live ight ey Fam 85.8 4,935 88.8 14,782 *106,418 10,816 36,601 44,202 
. . of M. 
pg ag A. 1947. 85.8 4,896 88.1 15,191 105,803 11,649 38,004 45,175 
bak hy Bry Lsatian 4,664 13,181 +105,041 7,816 25,705 38,404 


ini soli stocks of 8,589,000 barrels. +Includes unfinished 
aan Uiniis or nase ag tetean tStocks at refineries, at bulk terminals, = transit 
:@ i j ines. §In addition, there were produced 2.304.000 barrels of erosine, 
S.eeseee betrele of gas oil and distillate fuel oil and 8,496,000 barrels of residual fuel 
oil produced in the week ended March 8, 1947, aS compared with 2,140,000 barrels, 
5.488.000 barrels and 8,824,000 barrels, respectively, in the preceding week and 
: 2,316,000 barrels, 6,038,000 barrels and 8,690,000 barrels, respectively, in the week 
“ended March 9, 1946. 
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Wholesale Prices Rose 1.5% in Week 
Ended March 1, Labor Department Reports 


Substantial increases for agricultural commodities and continued 
advances for industrial goods raised average primary market prices 
1.5% during the week ended March 1, 1947, according to the Bureau 
of Labor Statistics, U. S. Department of Labor. The Bureau in report- 
ing this on March 6 said that its index of commodity prices in primary 
markets reached 146.4% of the 1926 average, the highest level since 
late 1920 but still 12% below the May, 1920, all-time peak. The index 
was 4.3% above a month earlier and 36.1% above a year ago. The 
Bureau’s further advices follow: 


Farm Preducts and Foods—Market prices of farm products rose 
2.6% during the week, reaching a level more than 2% higher than 
their previous peak in late November. Markets generally were influ- 
enced by bad weather which restricted shipments and by continued 
heavy demand. Demand for grains was stimulated by the govern- 
ment’s flour purchase program and expectations of increased export 
needs. Most quotations advanced as wheat reached the highest levels 
since the last war and rye, an all-time high, Livestock quotations 
advanced generally with hogs at a new peak. Fruits and vegetables 
average slightly higher and prices of eggs were up. There was a 
fractional advance for raw cotton and prices increased for hay, flax- 
seed and peanuts. Asa group, farm products were 34.7% above the 
corresponding week of 1946. 

Food prices also rose, influenced by the general market condi- 
tions, with the group index up 3.1% during the week to a level 55.2% 
above a year earlier. Meat prices rose sharply with pork prices up 
more than 10%, largely reflecting decreased hog shipments. Increases 
for other meats were due to active demand. Butter prices advanced 
and there Was a fractional increase for cereal products. Scarcity 
caused higher prices for a number of other foods, including vegetable 
oils, lard, oleo oil, edible tallow, black pepper and cocoa beans. 


Other Commodities—Average prices of all commodities other 
than farm products and foods advanced 0.3% during the week to a 
level 25.8% above a year earlier. Higher costs caused increases for 
wool fabrics, and cotton goods rose under strong demand. Prices of 
jute increased following reduction in India’s export quota and burlap 
prices were up. Quotations for calfskins rose sharply as a result of a 
shortage due to light slaughterings. Prices for other hides and skins 


continued to decline. Lead prices increased 1 cent a pound, reflect- 
ing higher prices in world markets, and bar silver prices were higher 
with increased demand. Higher raw material costs caused increases 
for silver nitrate, bismuth subnitrate, logwood extract and iron oxide. 
Prices of fats and oils and cattle feed advanced. Resistance to pre- 
vious high prices together with availability of a synthetic substitute, 
resulted in lower prices for shellac. Turpentine prices dropped 
sharply. There were price increases for prepared rogfing and mill 
work, still in short supply. 


CHANGES IN WHOLESALE PRICES BY COMMODITY GROUPS 
FOR WEEK ENDED MARCH 1, 1947 


NYSE Gdd-Lot Trading 


The Securities and Exchange 
Commission made public on March 
12 a summary of complete figures 
showing the daily volume of stock 
transactions for odd-lot account 
of all odd-lot dealers and special- 
ists who handled odd lots on the 
New York Stock Exchange for the 
week ended March 1, continu- 
ing a seiies of current figures be- 
ing published by the Commission. 
The figures are based upon re- 
ports filed with the Commission 
by the odd-lot dealers and spe- 
Ccialists. 


3TOCK TRANSACTIONS FOR THE ODD.- 
LOT ACCOUNT OF ODD-LOT DEALERS 
AND SPECIALISTS ON THE N. ¥. 
STOCK EXCHANGE 


Weck Ended March 1, 1847 





Odd-Lot Suies by Dealers--— Total 
(Customers’ purchases) For Week 
Numter of orders 27,467 
Number of sharcs 772,205 
Dollar value. $30,598,662 


Odd-loi Purchases oy Deaiers— 
(Customers’ sales) 
Number of Orders: 
Customers’ short sales____ 482 


tCustomers’ other sales. 22,543 
Customers’ total sales 23,025 
Number ot Shares: 
Customers’ short sales 16,044 
tCustomers’ other sales__ 636,779 
Customers’ total sales____ 652,823 


meas Tah... be st 


Round-lot Sales by Dealers— 
Number of Shares: 
Short sales 


$24,400,179 


0 

*Other sales 202,490 

Total sales__ ey os ce ek 202,490 
Round-lot Purchases by Dealers— 

Number of shares a ae 278,040 


*Sales marked ‘short exempt" are re- 
ported with “other sales.” 


tSales to offset customers’ odd-lot or- 
ders, and sales to liquidate a long position 
which is less than a round lot are reported 
with “other sajes.”’ 


Business Failures in Feb. 


Business failures in February 
were higher in number but lower 





(1926100) 
Percentage change to 
; March 1, 1947 from— 
Commodity Groups— 3-1 2-22 2-15 2-1 3-2 2-22 2-1 3-2 
1947 1947 1947 1947 1946 1947. 1947 1946 


All commodities 144.3 143.1 1403 107.6 + 1.5 4 4.3 +36.1 
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PERCENTAGE CHANGES IN SUBGROUP INDEXES FROM 
FEB. 22, 1947 TO MARCH 1, 1947 


Increases 
Meats 


sian al jet ---~ 68 Paint and paint materials 0.8 
Cattle feed Sn ie ee eT aN eS - 5.6 Cereal products 0.6 
Livestock and pouitry ee 4.3 Fruits and vegetables 0.€ 
Grains - 2.7 Oils and fats 0.5 
Woolen and worsted goods - 2.6 Leather . - 0.4 
Cotton goods “ -. 2.2 Other building material__ 0.4 
Other foods mmm Bee GE ok oe 0.2 
Other farm products bi 1.1 Furnishings 0.2 
Dairy products 7 1.0 Anthracite ales 0.1 
Nonferrous metals ms - 1.0 Drugs and pharmaceuticals 0.1 
Other textile products___ ~--..---= 0.8 Furniture 0.1 
Other miscellaneous____________ 0.1 
Decreases 


Hides and skins_____ 5.4 Fertilizer materials _ 


hone a * Ga 


*Based on the BLS weekly index of prices of about 900 commodities which 
measures changes in the general level of primary market prices. This index should 
be distinguished from the daily index of 28 commodities. For the most part, 
prices are those charged by manufacturers or producers or are those prevailing 
on commodity exchanges. The weekly index is calculated from one-day-a-week prices. 
It is designed as an indicator of week-to-week changes and should not be compared 
directly with the monthly index. 





Colton Spinning for January 


The Bureau of the Census announced on Feb. 20 that. according 
to preliminary figures, 23,858,244 cotton spindles were in place in the 
United States on Jan. 31, 1947, of which 21,919,368 were consuming 
cotton the last working day of the month, compared with 21,688,028 
in December, 1946, and 21,244,218 in January, 1946. The aggregate 
number of active cotton spindle hours reported for the month was 
10,587,614,246, an average of 444 per spindle in place, compared with 
8,670,795,153, an average of 362 per spindle in place for December, 
1946, and 9,485,682,792, an average of 399 per spindle in place for 
January, 1946. Based on an activity of 80 hours per week, cotton- 
consuming spindles in the United States were operated during Janu- 
ary at 123.3% capacity. The percent on the same activity basis was 
107.8 for December, 1946, and 110.7 for January, 1946. 


in amount of liabilities involved 
than in January and higher in 
number and amount when com- 
pared with February 1946. Busf- 
ness failures in February, accord- 
ing to Dun & Bradstreet, Inc., 
totaled 238 and involved $12,976,- 
000 liabilities as compared with 
202 in January, involving $15,- 
193,000 liabilities and 92 involv- 
ing $2,983,000 in February a year 
ago. 

Only the Retail group had less 
failures in February than in Jan- 
uary. When the amount of lia- 
bilities involved is considered all 
groups with the exception of the 
Manufacturing and Retail groups 
had more liabilities involved in 
February than in January. 


Manufacturing failures in Feb- 
ruary increased to 92 from 67 
in January, but liabilities in- 
volved dropped to $7,654,000 in 
February from $11,020,000 in Jan- 
uary. Wholesa'e failures in Feb- 
ruary number 34 with liabilities 
of $2.509,000 as compared with 
27 liabilities of $1,342,009 in Jan- 
uary. Retail failures in February 
fell to 70 from 76 in January and 
liabilities were down to $1,396,000 
in February from $1,674,000 in 
January. Construction failures 
numbered 20 with liabilities of 
$766.000 against 18 with liabilities 
of $575,000 in January. Commer- 
cial Service failures in February 
rose to 22 from 17 in January and 
liabilities were up to $651,000 in 
February from $582,000 in Janu- 
ary. 

When the country is divided 
into Federal Reserve districts, it 
is found that the Boston, New 
York. Philadelphia and Minneap- 
olis Reserve districts has fewer 
failures in February than in Jan- 
uary, the Atlanta and St. Louis 
Reserve districts had the same 
number while the remaining dis- 
tricts had more failures in Feb- 
ruary than in January. When the 
amount of liabilities is considered 
it is seen that only the Cleveland, 
Chicago, Kansas City and San 


more liabilities involved in Feb- 





ruary than in January. 


Francisco Reserve districts had@\, 
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Weekly Coal and Coke Production Statistics 


The total production of soft coal in the week ended March 8, 
1947, as estimated by the United States Bureau of Mines, was 12,780,- 
000 net tons, an increase of 120,000 tons, or 0.9%, over the preceding 
week. Output in the corresponding week of 1946 was 13,058,000 tons. 
The total production of bituminous coal and lignite for the current 
calendar year to March 8 was estimated at 123,900,000 net tons, a gain 
of 1.8% over the 121,723,000 tons produced from Jan. 1 to March 9, 
1946. 

Output of Pennsylvania anthracite for the week ended March 8, 
1947, as estimated by the Bureau of Mines, was 1,053,000 tons, a de- 
crease of 46,000 tons (4.2%) from the preceding week. When com- 
pared with the production in the corresponding week of 1946 there 
was a decrease of 145,000 tons, or 12.1%. The calendar year to date 
shows a decrease of 68% when compared with the corresponding 
period of 1946. 

The Bureau also reported that the estimated production of bee- 
hive coke in the United States for the week ended March 8, 1947, 
showd a decrease of 1,300 tons when compared with the output for 
the week ended March 1, 1947; but was 24,700 tons more than for the 
corresponding week of 1946. 


ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 
(In Net Tons) 





Week Ended ——Jan. 1 to Date 
Mar. 8, *Mar. 1, Mar. 9, +Mar. 8, Mar. 9 
Bituminous coal & lignite— 1947 1947 1946 1947 1946 
Total, inclucing mine fuel__ 12,780,000 12,660,000 13,058,000 123,900,000 121,723,000 
Daily average 2,130,000 2,110,000 2,176,000 2,170,000 2,095,000 


*Revised. tSubject to current adjustment. 


ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 
(In Net Tons) 





Week Ended Calendar Year to Date——— 
¢Mar.8, §Mar.1, Mar. 9, Mar. 8, Mar. 9, Mar. 13, 
Penn. Anthracite—- 1947 1947 1946 1947 1946 1937 
*Total incl. coll. fuel 1,053,000 1,099,000 1,198,000 10,602,000 11,375,000 9,590,000 
+Commercial produc. 1,012,000 1,057,000 1,152,000 10,194,000 10,937,000 9,111,000 
Beehive Coke— 
{United States total__ 127.600 128,900 102,900 1,164,000 866,100 728,100 


*Includes washery and dredge coal and coal shipped by truck from authorized 
separations. tExcludes colliery fuel. tSubject to revision. §Revised. {Estimated from 
weekly carloadings reported by 10 railroads. 


ESTIMATED WEEKLY PRODUCTION OP BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 


(The current weekly estimates are based on railroad carloadings and river ship- 
ments and are subject to revision on receipt of monthly tonnage reports {rem district 
and State sources or of final annual return from the operators.) 




















Week Ended 
Mar. 1, Feb. 22, Mar. 2, 

State— 1947 1947 1946 
SN oie ne censt eonwnndens 390,000 413@00 371,000 
DESIRES 5 PS Pa Ap oe Sn 7,000 7,000 6,000 
ani atiemnguepinninonmmnt 34,000 35,000 38,000 
GRO cere ee encesoceane 150,000 173,000 170,000 
Georgia and North Carolina_---— 1,000 1,000 * 
TMiinois —_- 1,550,000 1,418,000 1,566,000 
| eee 606,000 628,000 545,000 
Iowa a fate oon 47,000 40,000 43,000 
Kansas and Missouri___._....__ 138,000 124,000 171,000 
Kentucky—-Eastern..___.-------. 1,155,000 1,160,000 1,137,000 
Kentucky—Western -.------~-~ om 490,000 410,000 493,000 
IEE “in onsen ceceiimpcninenticmnerinaiangem 45,000 50,000 45,000 
GEE iitibibndtieccepipinoame, -_ 1,000 1,000 4,000 
Montana (bituminous and lignite) 67,000 84,000 91,000 
en 21,060 35,000 32,000 
North and South Dakota (lignite) 85,000 72,000 64,000 
I i aiiiitt hed tn aninsthiinshbmneoanebtenquinin iegbeieD 784,000 783,000 725,000 
NE REE a ee 57,000 65,000 59,000 
Pennsylvania (bituminous)... 2,792,000 3,240,000 3,000,000 
INI (6.20 ss sasgnc:tghseisensianine dutnenanensnihenis 143,000 135,000 167,000 
Texas (bituminous and lignite)... 2,000 3,000 1,000 
ENE NE a EE nies 191,000 190,000 147,000 
Virginia ...- caabeinas 394,000 382,000 399,000 
Washington - uns. 28,000 27,000 26,000 
?West Virginia—Southern__-__---~. 2,373,000 2,347,000 2,224,000 
West Virginia—Northern.__~-~~--. 918,000 1,016,000 1,024,000 

aie a 180,000 191,000 184,000 
sOther Western States____.__----. 1,000 * * 

Total bituminous and lignite___ 12,660,000 13,030,000 12,732,000 


¢tIncludes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. C. & G.; and 
on the B. & O. in Kanawha, Mason and Clay Counties. tRest of State, including the 
Panhandle District and Grant, Mineral and Tucker counties. §Includes Arizona and 
Oregon. “Less than 1,000 tons. 





Non-Ferrous Metals—Copper Established at 
211/2c in Domestic Market—Silver Declines 


“E. & M. J. Metal and Mineral Markets,” in its issue of March 13, 
states: ‘Price developments in non-ferrous metals during the last 
week centered largely in copper and silver. All sellers of domestic 
copper moved up to 2112¢, Valley, effective on March 8, and foreign 
metal sold at prices ranging from 22¢ to 22%4¢, f.a.s. basis. The sit- 
uation in lead was firm, with prices unchanged. Silver broke sharply 
on advices from India that im-® 
portation of the metal is to be 
controlled to halt conversion of 





against 78,256 tons in January, 





of the 4c. import tax until March 
31, 1950. House approval of the 
bil] is likely soon, but the Senate 
is expected to be rather critical 
and to insist on a shorter period 
than three years for the tempor- 
ary elimination of the tax. 


Louis S. Cates, President of 
Phelps Dodge, in his report to 
stockholders, advocated the sus- 
pension of the import. tax for a 
definite limited period. He be- 
lieves that the present situation in 
copper will prove to be tempo- 
rary and that the tariff should 
not be permanently eliminated or 
reduced. 

Lead 


Demand for lead appears to-be 
just as active at the prevailing 
high level of prices as it was 
when the market was _ several 
cents per pound lower. Most pro- 
ducers regard this as an un- 
healthy situation, and some op- 
erators have gone so far as to 
discourage consumers from bid- 
ding for lead at a premium over 
current quotations. The market 
last week held at 15c., New York 
and 14.80c., St. Louis. 


Sales of lead for the week 
amounted to 5,958 tons. 


Record-breaking activity oc- 
curred in December in nearly all 
phases of the secondary-lead in- 
dustry, according to the Bureau 
of Mines. Receipts of lead-base 
scrap and residues at smelters’ 
plants totaled 57,528 tons, exceed- 
ing the previous peak of July 1946 
by more than 1,000 tons. Recovery 
of lead from lead-base scrap in 
December was estimated at 37,114 
tons. 


So far as mine production is 
concerned, the upturn in activity 
inspired by the rise in priees*will 
move slowly, compared -with 
scrap. The January statistics of 
the Bureau of Mines placed mine 
output for the United States at 
31,837 tons, against 28,065 tons in 
December and a monthly average 
of 27,706 tons for all of 1946. 


Zinc 

Total shipments of slab zinc 
during February were in excess 
of production, and stocks at the 
end of the month declined to 
162,461 tons, against 173,337 tons 
a month previous. The market 
continues fairly active in both 
Prime Western and Special High 
Grade, and was viewed as. firm 
at 10%c. for Prime Western,. East 
St. Louis. 


Production of slab  zince in the 
United States in February 
amounted to 65,198 tons, against 
72,332 tons in January and a 
monthly average of 63,279 tons in 
1946, according to the American 
Zinc Institute. The daily rate of 
operations was 2,329 tons, against 
2,333 tons in the preceding month. 


Shipments of slab zinc during 
February totaled 76,074 tons, of 
which 10,718 tons was exported, 


DAILY PRICES OF METALS 





the Institute states. Total ship- 
ments in January came to 74,795 
tons. 


Quotations for Prime Western 
in the foreign market vary con- 
siderably, showing a range of 
10%c. to 11%c. 

Tin 

The tin trade here was some- 
what disturbed by remarks at- 
tributed to President Herzog of 
Bolivia that “thanks to the recent 
agreement with the Argentine, 
Bolivia has obtained better prices 
for tin.” It was rumored that the 
agreement provides for the de- 
livery to Argentina during 1947 
of 8,000 metric tons of tin con- 
tained in concentrates on the 
basis of 76c. per pound. This is the 
price asked by Bolivian pro- 
ducers in negotiations for the ex- 
tension of the contract with the 
United States. The President, in 
his inaugural address, added that 
it is to be hoped that United 
States will grant “legitimate, 
equitable prices” to Bolivian pro- 
ducers of tin. 

Prices here continued un- 
changed on the basis of 70c. per 
pound for “Grade A” tin. For- 
ward metal was nominally as 
follows: 


March April May 
iin go anabing 70.000 70.000 70.000 
ee. 7... F7O:.000 70.000 70.000 
AS SE 70.000 70.000 70.000 
Se 70.000 70.000 70.000 
, ea 70.000 70.000 70.000 
| eG 70.000 70.000 70.000 


Chinese, or 99% tin, 69.125c. 


Quicksilver 


Trading in quicksilver during 
the last week was on the slow 
side, with both buyers and sel.ers 
inclined to operate on a near- 
term basis because of existing un- 
eertainties in reference to the sale 
of metal now in the hands of the 
government, unpredictable Cartel 
policy on prices, and possible 
tariff tinkering. Consumption of 
quicksilver has improved, but 
available supply appears to be 
ample. Quotations on spot were 
unchanged at $87 to $90 per flask. 


Silver 

The market advanced to 86'4c. 
early in the week, but, on re- 
ceipt of news from India that the 
Reserve Bank has prohibited im- 
portation of silver in a move to 
control the market, the price situ- 
ation eased appreciably on Mon- 
day. As the week ended, the New 
York official quotation dropped 
back to 77c. Though the demand 
from domestic consumers was in 
fair volume, inquiry for silver 
in large blocks for export, re- 
sponsible for the recent sharp re- 
covery in prices, virtually dried 
up. Offerings of silver from for- 





eign sources increased. 
(“E. & M. J.”” QUOTATIONS) 





—Electrolytic Copper— Straits Tin, Lead Zinc 
Dom. Refy. Exp. Refy. New York New York St. Louis St. Louis 
Mar. 6 : 19.800 21.925 70.000 15.000 14.800 10.500 
Mar. ‘7 19.975 21.975 70.000 15.000 14.800 10.500 
Mar. 8 21.225 21.925 70.000 15.000 14.800 10.500 
Mar. 10___ 21.225 22.175 70.000 15.000 14.800 10.500 
Mar. 11 = 21.225 22.300 70.000 15.600 14.800 10.500 
Mar. 12 21.225 22.175 70.000 15.000 14.800 10.500 
Average ____. 20.779 22.079 70.000 15.000 “14.800 10.500 


Average prices for calendar week ended March 8 are: Domestic 
copper f.o.b. refinery, 20.196c.; export copper, f.o.b. refinery 21.808c.; 


Straits tin, 70.000c.; New York lead, 14.979c.; St. Louis lead, 14.633c.; 


paper rupees into silver. Buying 
of silver for shipment to India was 
responsible for the recent sharp 
recovery in prices. Tungsten ore 
was higher.” The publication fur- 
ther went on to say in part as 
follows: 


Copper 


The copper market emerged | 


from its recent struggle over 
prices when Kennecott’s lone pro- 
test ended on March 8 and ail 
concerned openly recognized the 
21%c. Valley basis. Demand last 
week was brisk, with shipments 
limited because of the tight sup- 
ply situation. 


Production of crude copper in 
February amounted to 74,347 tons, 

















Copper Institute reports. Output 
of refined in February was 77,591 
tons, against 80,144 tons in Janu- 
ary. Deliveries in February 
amounted to 117,734 tons, of 
which 38.108 tons was supplied by 
Metals Reserve. The decline in 
shipments was expected. 

The House Ways and Means 
Committee approved HR-2404 and 
reported the measure out for ac- 
tion on the floor of the House. 
Representative Dirksen, Chairman 
of the group, said that “we want 
action as fast as we can get it.” 

The bill, a revised version of 
Representative Patterson’s 
measure submitted early in Feb- 


ruary, calls for the suspension 


St. Louis zinc, 10.500c.; and silver, 84.250c. 


The above quotations are “E. & M. J. M. & M. M’s” appraisal of the major United 
States marxkets, based on sales reported by producers and agencies. They are reduced 
to the basis of cash. New York or St. Louis, as noted. All prices are in cents per pound 


Copper, lead and zinc quotations are based on sales for both prompt and future 
deliveries; tin quotations are for prompt delivery only. 


In the trade, domestic copper prices are quoted on a delivered basis: 


that 1s, 


delivered at consumers’ plants. As delivery charges vary with the destination, the 


figures shown above are net prices at refineries on the Atlantic seaboard. Delivered 


prices in New England average 0.275c. per pound above the refinery basis, effective 


Jan. 2. 1947. 


“E. & M. J. M. & M. M’s” export quotation for copper reflects prices obtaining in 
the open market and is based on sales in the foreign market reduced to the f.o.b 


refinery equivalent, Atlantic seaboard. 


On f.a.s. transactions 0.075c., is deducted for 


lighterage, etc., to arrive at the f.o.b. refinery quotation. 
Quotations for copper are for the ordinary forms of wirebars and ingot nars 


For standard ingots an extra 0.075c. per pound is charged; for slabs 0.175¢. up, and 


for cakes 0.225c. up, depending on weight and dimension; for billets an extra 0.95c. 


up, depending on dimensions and quality. 
discount of 0.125c per pound. 


Quotations for zinc are for ordinary Prime Western bran‘s. 


Cathodes ip standard sizes are sold at = 
Contract prices for 


High-grade zinc delivered in the East and Middle West in neéarly all instances com- 
mand a voremium of lic. per pound over the current market for Prime Western but 
not less than tc. over the “E & MJ” average for Prime Western for the previous 





month; the premium on Special High-Grade in-most instances is 1c. 
Quotations for lead reflect prices obtained for common lead only, 





es 


Rayon Output 
High in February 


Total domestic shipments of 
rayon yarn and staple fiber jn 
Fabruary amounted to 70,300,000 
pounds, according to the March 
Rayon Organon, statistical pub- 
lication of the Textile Economics 
Bureau, Inc., which on March 12 
stated that for the first two 
months of the year domestic de- 
liveries aggregating 147,000,009 
pounds were 10% over shipments 
in the corresponding period last 
year. According to the Bureau 
February rayon filament yarn de- 
liveries amounted to 55,700,090 
pounds (39,300,000 pounds of vis- 
cose-+-cupra yarn and 16,400,000 
pounds of acetate), and were 11% 
higher than the same month in 
1946. Shipments of stap’e during 
the month amounting to 14,600,- 
000 pounds (11,100,000 viscose and 
3,500,000° acetate) were 10% 
greater than February 1946. The 
Bureau also reported: 


“Indicative of the huge demand 
for textile products and the speed 
with which the industry has met 
it is the 1946 consumption of tex- 
tile fibers. According to the 
Organon’s compilation, total con- 
sumption of cotton, rayon, wvoal 
and silk in the United States 
amounted to 6,474,800,000 pounds, 
an increase of 9% over 1945 and 
only 6% below the 1942 peak 
level. Compared to annual con- 
sumption ine the five years of 
i936 to 1940, for instance, con- 
sumption last year was 50% 
greater. 


“Cotton consumption last year 
amounted to 4,844.700,000 pounds, 
an increase of 744% over 1945 and 
22145% above the highest vre-war 
level set in 1940, but 14% below 
the peak consumption in 1942. 
Cotton represented 74.8% of the 
1946 four-fiber total, the smallest 
percentage of participation re- 
corded since 1920: 


“Rayon on the other hand, 
strengthened its position during 
the year with 875,400,000 pounds 
going into fabrication, comprising 
1342% of the four-fiber total. 
Rayon consumption last year was 
81% greater than it was in 1940. 

‘Wool consumption a’so reached 
a new high level in 1946 with an 
aggregate of 748,400,000 pounds 
being used (scoured basis), 15% 
over 1945 and 99% above the 
1936-40 average. Wool increased 
to 11.6% of the 1946 four-fiber 
total, the highest relative posi- 
tion it has held since 1935. 
-“Raw silk which came back to 
civilian use in a substantial way, 
for the first time since 1941, was 
consumed by the textile industry 
to the extent of 6,300,000 pounds 
during 1946. Consumption of silk 
was small compared to pre-war 
standards and consisted of a small 
amount from residual military 
stocks plus sales of Japanese silk 
by the United States Commercial 
Co. and some free imports from 
Italy and China.” 

In a compilation of production 
of rayon, nylon, silk and related 
broad woven fabrics, the Organon 
reveals that the total 1946 output 
amounted to 1,815,000,000 linear 
yards, or an average of 34,900,000 
yards weekly. The figure sets a 
new record for the rayon broad 
weaving industry, exceeding the 
previous peak in 1944 by 7% and 
the pre-war 1939 output by 30%. 
The Bureau likewise said: 

“Year end stocks of gray goods 
in this field amounted to 37,900,- 
000 yards, or slightly over one 
week’s supply based on Decem- 
ber average weekly production. 
These stocks were 12% above 
those held by weavers at the end 
of 1945. Rayon yarn stocks held 
by weavers at the close of the 
year amounted to 31,300,000 
pounds, in line with the inven- 
tory position prevailing through- 
out the year.” 
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Revenue Freight Gar Loadings During Week 
Ended March 8, 1947 Decreased 44,242 Cars 


Loading of revenue freight for the week ended March 8, 1947 
totaled 805,789 cars, the Association of American Railroads announced 
on March 13. This was an increase of 19,600 cars, or 2.5%, above the 
corresponding week in 1946, and an increase of 38,734 cars, or 5%, 


above the same week in 1945. 


Loading of revenue freight for the week of March 8, decreased 
44,242 cars, or 5.2%, below the preceding week. 

Miscellaneous freight loading totaled 364,789 cars, a decrease of 
25,747 cars below the preceding week, but an increase of 15,327 cars 


above the corresponding week in 1946. 


Loading of merchandise less than carload freight totaled 121,534 
cars, a decrease of 2,459 cars below the preceding week, and a de- 
crease of 222 cars below the corresponding week in 1946. 


Coal loading amounted to 180,463 cars, a decrease of 4,605 cars 
below the preceding week, and a decrease of 7,236 cars below the 


corresponding week in 1946. 


Grain and grain products loading totaled 51,325 cars, a decrease 
of 5,588 cars below the preceding week but an increase of 4,165 cars 
above the corresponding week in 1946. In the Western Districts alone, 
grain and grain products loading for the week of March 8 totaled 
35,819 cars, a decrease of 4,235 cars below the preceding week but an 
increase of 3,181 cars above the corresponding week in 1946. 

Livestock loading amounted to 13,190 cars, a decrease of 76 cars 
below the preceding week and a decrease of 2,029 cars below the 
corresponding week in 1946. In the Western Districts alone loading 
of Livestock for the week of March 8 totaled 10,126 cars, an increase 
of 456 cars above the preceding week but a decrease of 1,355 cars 


below the corresponding week in 1946. 


Forest products loading totaled 47,115 cars, a decrease of 5,743 
cars below the preceding week but an increase of 5,080 cars above 


the corresponding weck in 1946. 


Ore loading amounted to 13,011 cars, an increase of 98 cars above 
the preceding week and an increase of 3,192 cars above the corre- 


sponding week in 1946. 


Coke loading amounted to 14,362 cars, a decrease of 122 cars be- 
low the preceding week but an increase of 1,323 cars above the cor- 


responding week in 1946. 


All districts reported increases compared with the corresponding 
week in 1946 except the Southern and all reported increases com- 
pared with the same week in 1945 except the Southwestern. 


Four weeks of January 
Four weeks of. February 


Week of 
Week of 


Total 


The following table is a summary of the freight carloadings for 
the separate railroads and systems for the week ended March 8, 1947. 
During this period 68 roads reported gains over the week ended 


March 1 
March 8 


March 9, 1946. 


REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS 
(NUMBER OF CARS) WEEK ENDED MARCH 8) 


Railroads 


Eastern. District— 


Ann Arbor 


Bangor & Aroostook 
Boston-& Maine 


Chicago,. 


Central 
Delaware 


Indianapolis & Louisville__- 
Central Indiana 


anal SEE COS a ae 
nS Sc 


Delaware; Lackawanna & Western___ 


Detroit & Mackinac 
Detroit, Toledo & Ironton 
Detroit & Toledo Shore Line 


Erie 
Grand T 


Lehigh & Hudson River 
Lehigh & New England 
Lehigh Valley 
Maine Central 
Monongahela 


Montour 


NW. 2 
New York Ontraio & Western 
New York, Chicago & St. Louis 


runk Western____--____-__- 
H..& Hartford___________- 


N. Y., Susquehanna & Western____-_ 


Pittsburg 


Pere Marquette 


Pittsburg 


h @& Lake Erie-..--~------ ag 


& Shawmut 


Pittsburg, Shawmut & Northern_____ 


Pittsburgh & West Virginia 


Rutland 
Wabash 
Wheeling 


& Lake Erie. .2----------- 


Allegheny District— 
Aakron, Canton & Youngstown__----- 


Baltimore & Ohio 
Bessemer 


Cambria 


Oe Se eee 
eR a 


Central RR. of New Jersey_--------- 


Cornwall 


Cumberland & Pennsyivania_---_-_- — 


Ligonier 


Long Island 


Valley 


Penn-Reading Seashore Lines_____--- 


Pennsylvania System 
Reading Co 


Union 


Total 


‘ (Pittsburgh) 
Western Maryland 


aw ee ee ae ee ee ee 


Pocahontas District— 


Chesapeake & Ohio 
Norfolk & Western 
Virginian 


ee a eo ee ee 








































































































Total Loads 
Railroads Total Revenue Received from 
bv ee Freight Loaded —Connections— 
Bhs. cena District— 1947 1946 1945 1947 1946 
abama, Tennessee & Northern____ 399 392 407 
Atl. & W. P.—W. RR. of Ala. a 863 901 837 2.031 1,589 
Atlantic Coast Line...-............ 15,338 16,140 15,292 9,595 10,516 
Central of Georgia__ ‘. 3,783 4,580 3,828 4,160 4,749 
Charleston & Western Carolina______ 475 477 448 1,624 1,583 
gene OS, SE ei 1,922 1,738 1,617 4,030 3,627 
Columbus & Greenville__ italian! 342 407 260 282 310 
Durham & Southern___ - oie 92 101 115 762 720 
Florida East Coast “wee citiaeiaeat 2,674 4,109 3,838 1,633 1,610 
Gainesville Midland____-_ an 72 72 37 139 136 
I hee i SS satis 921 1,167 1,155 2,415 2,368 
oe By a ee 388 511 437 724 846 
Gulf, Mobile & Qhio__ ke 4,827 4,997 4,777 4,157 4,318 
Tilinois Central System -_ a tiated 26,369 28,422 27,412 15,049 14,461 
Louisville & Nashville pekibaesacinedieuan bias 27,757 27,325 22,317 10,559 10,183 
Macon, Dublin & Savannah__________ 198 281 203 984 1,138 
Mississippi Central_____. 244 319 321 438 467 
Nashville, Chattanooga & St. L.____ 3,315 3,723 3,354 4,173 4,100 
Norfolk Southern __-_-__- Re aS eS 1,191 1,370 1,060 1,674 1,548 
Piedmont Ee eae 426 416 363 2,093 1,605 
Richmond, Fred. & Potomac_ = a 361 413 586 8,277 9,368 
ene mee Bee... 12,258 12,228 10,793 9,419 8,610 
Southern. @Gyetemt.~2......_______._ 26,807 26,965 23,169 25,615 25,052 
Tennessee Central__-_ ee oe 747 679 574 921 920 
Winston-Salem Southbound__________ 135 155 102 800 1,073 
A RORE (SSA —- 131,904 137,888 123,302 111,912 111,476 
Northwestern District 
Chicago & North Western___________ 16,430 16,268 14,544 16,075 14,637 
Chicago Great Western______________ 2,593 2,495 2,278 3,701 3,214 
Chicago, Milw., St. P. & Pac._______ 23,734 20,977 20,214 12,221 11,353 
Chicago, St. Paul, Minn. & Omaha___ 4,280 3,860 3,357 4,861 4,837 
Duluth, Missabe & Iron Range oe 1,644 1,193 1,335 374 364 
Duluth, South Shore & Atlantic.____ 798 815 732 754 612 
Elgin, Joliet & Eastern______________ 8,774 8,227 8,668 11,942 10,185 
Ft. Dodge, Des Moines & South_____ é *591 397 317 *127 158 
ee 11,243 12,806 10,322 5,078 4,657 
Green Bay & Western_. aaa . 500 448 456 1,148 1,001 
Lake Superior & Ishpeming_________ 341 289 286 82 58 
Minneapolis & St. Louis.____________ 2,382 2,401 1,975 2,726 2,521 
Minn., St. Paul & S. S. M.__-----___ 6,213 5,636 4,223 4,311 4,131 
Northern Pacific___- cieabilenes aceite bale 11,475 9,720 8,585 5,462 5,072 
Spokane International SSE, ee a 176 117 247 465 397 
pokane, Portland & Seattle_.__..___ 2,406 97 46 , ; 
Spok Portland Ss ] 1,971 2,462 2,694 2,757 
- le OE, eS 93,580 87,620 80,001 72,021 65,954 
Central Western District— 
Atch. Top. & Santa Fe System_-_---- 24,632 22,985 23,511 10,392 9,931 
SN “Sa: 5h 2 eee 3,090 2,969 3,550 3,753 3,307 
eae 364 q 399 81 28 
Chicago, Burlington & Quincy__----- 22,134 19,600 19,168 12,335 11,989 
Chicago & Illinois Midland___-_-__-~_ 3,393 3,282 3,066 816 750 
Chicago, Rock Island & Pacific__--~_- 13,151 11,735 11,621 14,035 12,745 
Chicago & Eastern Illinois rene 2,819 2,817 2,631 3,515 3,560 
Colosado & Gouthern................. 633 696 819 1,951 1,442 
Denver & Rio Grande Western___--- 3,802 2,975 3,276 4,824 3,623 
Bemver. & Balt Lake._.............. 746 707 706 43 37 
Fort Worth & Denver City___--_~_--. - 847 892 982 1,444 1,157 
Rg a 2,202 2,234 2,147 1,884 1,601 
OS SS 1,012 890 877 524 ber 
nn meniemena 1,521 1,434 1,345 198 
4 ba I o Ra 2 py North Western Pacific___.__.______-_- 924 545 781 694 617 
oe ha 3.179.198 2 868.876 3.052.487 Peoria & Pekin Union___.........~.. 6 14 20 0 0 
OY ame 850.031 "782.397 785.736 Southern Pacific (Pacific) ..._._----~ 30,130 28,572 28,319 11,164 9,664 
mE ICS 05.789 786 189 767.055 | POledo, Peoria & Western____------- 84 Oo 246 201 0 
yaa ’ (OS, ; Union Pacific System_______-_------ 16,854 15,668 16,780 13,091 11,945 
7 . EG A ES a pe en 996 925 561 1 1 
------ 8,003,415 7,319,325 7,608,933 | western Pacific__......-_-__------~ 1,635 1,696 1,80 3,268 2,910 
eee EE pela 130,975 120,643 122,608 84,214 75,900 
Southwestern District— 
Burlington-Rock Island___.-~--~-~--~-- 284 289 322 665 589 
ee er ee 6,561 5,475 7,148 2,591 2,429 
International-Great Northern ____--~-~-~ 2,133 2,098 2,748 3,918 3,072 
tK. O. & G.-M. V.-O. C.-A.-A.__---- 1,285 1,292 ry oo. ore 
Total Loads Kansas City Southern--__..-.------- 3,309 2,910 : ‘ ‘ 
couldans & CE 2,314 2,432 3,320 2,990 2,472 
Total Revenue Received from Litehfield & Madison________-._____ 379 483 339 1,565 1,246 
Freight Loaded —Connections— | wiicsouri & Arkansas____________---- 8 180 119 § 331 
1947 1946 1945 1947 1946 | wissouri-Kansas-Texas Lines___-__-_ 5,125 5,132 7,077 4,322 4,084 
332 378 324 2,150 1,703 Missouri Pacific______________--_--- 16,691 16,503 15,928 16,836 13,953 
3,062 3,185 2,962 411 446 Quanah Acme & Pacific___-------- 129 154 90 245 175 
7,101 7,751 6,738 12,702 14,031 st Louis-San Francisco a rea 10,166 9,690 9,117 8,084 8,194 
1,510 1,241 993 2,432 2,000 les tunieteuthertern  __ ________ 2,629 2,644 3,509 6,020 5,112 
St. Louis-Southwestern__.- ~~~ : 
29 50 39 57 52 Texas & New Orleans i al er 9,740 8,651 10,972 5,857 5,178 
952 1,101 1,105 2,351 2,201 | reves @& Pacific________----------- 4,111 3,640 5,168 7,775 5,755 
5,126 4,525 4.571 10,996 11,954 87 71 82 49 67 
= = 13 9.176 Wichita Falls & Southern___-_----- 11 14 
Oei2 1901 es i 176 | Weatherford M. W. & N. W._-------- 23 44 38 
2,706 2,113 1,702 2,020 1,642 I a a 64,966 61,688 73,421 66,162 57,554 
444 281 378 4,238 3,518 are - = - 
11,176 10,995 12,177 15,729 15,277 : : 
4,582 2,897 3,954 8,672 7,522 *Previous week's figure. 
151 183 172 eon anes tIneindec Karcas Oklahoma & Gulf Ry., Midland Valley Ry. and Oklahoma City- 
1,564 2,225 1,886 ,365 , da-Ato Ry. &Strike. 
7,443 8,108 7,623 8,225 7.939 | “ oo et , ised 
3.194 3186 2577 3.948 4,617 NOTE—vrevious year’s figures revised. 
7,021 6,769 6,773 169 258 2 
2,434 2,969 2,273 R .. - p - . 
45870 44.779 45.744 50,147 t } t f P ho d | d t 
9909 10449 9,860 14058 15,112 Weekly S aiisiics 0 aper ara inaus ry 
849 871 829 2,717 2,571 . é 
6,728 5,584 soe ee We give herewith latest figures received by us from the National 
rae Bf tn 8.720 7753 Paperboard Association, Chicago, Ill., in relation to activity in the 
6,244 4,784 4,985 8,327 7,377 | paperboard industry. , 
= os 7 om The members of this Association represent 83% of the total 
758 922 669 2,501 1,889 | industry, and its program includes a statement each week from each 
339 360 318 o74 1,300] member of the orders and production, and also a figure which indi- 
S364 2984 5612 tt 533 sme cates the activity of the mill based on the time operated. These 
— ae figures are advanced to equal 100%, so that they represent the total 
155,668 152,730 152.754 208,982 207,482 industry. 
: am Ms STATISTICAL REPORT—ORDERS, PRODUCTION, MILL ACTIVITY 
7 Orders Unfilled Orders 
338 41 4 38 ass Ry otae Period Received Production Remaining Percent of Activity 
‘ise 2'438 3083 1815 1212 1946—Week Ended Tons Tons Tons Current Cumulative 
‘990 1,526 1.647 "12 9] Dee. 7 207,137 172,417 578,742 99 96 
6,774 6,339 6,377 17,899 i.) ot ' (a oes 167,937 175,640 571,179 102 
"415 462 509 59 53 | Dee. 22 144,083 172,275 543,675 102 96 
311 318 174 14 RU, 3 osccanonne 99,555 109,210 532,773 66 96 
37 43 96 4 7 Period 
1.292 1,633 1,726 4,500 5,053 hood Ended 
1/686 1,647 1,849 1,897 1,999 ea — sceait 196,927 142,338 588,406 85 85 
76.145 74.414 73,812 54,590 {> «> ee 171,420 178,043 580.026 102 04 
14,299 13,776 14,146 24,884 og EE 173,851 178,556 577,269 103 97 
18,743 16,575 18,137 4,996 PP 155,432 173,720 557,140 101 98 
3,605 4,386 3,963 12,722 = 12,115 ity Si eee 204,033 179,347 o7a.bee = ° 
49, AE eae ee 202,189 181,017 599, 
168,511 166,119 164,953 149,072 148,981 a ge toeree== tanned 169,624 178.458 589,544 102 100 
So : 8 eememati 147,458 177,282 65,571 = 203108 
es 192,670 181,709 574,856 102 101 
32,317 31,379 26,092 12,121 7 gy ea 237,292 179,025 614,471 102 101 
23,021 22,876 20,518 7,246 6,721 } roduction 
7 OTES— illed orders of the prior week, plus orders received, less p : 
ee noe oA tat = do set seetanasiis sual the unfilled orders at the close. Compensation for mage mo 
60,185 59,501 51,016 21,041 20,369 | reports, orders made for or filled from stock, and other items made necessary adj 
= ments of unfilled orders, 


Results of Treasury 
Bill Offering 


The Secretary of the Treasury 
announced on Mar. 17 that the 
tenders for $1,300.000,000 or there- 
about of 91-day Treasury bills to 
be dated Mar. 20 and to mature 
June 19, which were offered on 
Mar. 14 were opened at the Fed- 
eral Reserve Banks on Mar. 17. 
Total applied for, $1,858,761,000. 
Total accepted, $1,312,975,000 
(includes $21,011,000 entered on 
a fixed price basis at 99.905 and 
accepted in full). 

Average price, 99.095+-; equiva- 
lent rate of discount approxi- 
mately 0.376% per annum. 
Range of accepted competitive 
bids: 

High, 99.907, equivalent rate of 
discount approximately 0.368% 
per annum. 


Low, 99.905, equivalent rate of 
discount approximately 0.376% 
per annum. 


(69% of the amount bid for at 
the low price was accepted.) 


There was a maturity of a sim- 
ilar issue of bills on Mar. 20 in the 
amount of $1,308,904,000. 


Weekly Lumber Shipments 
Exceeded Output by 3% 


According to the National Lum- 
ber Manufacturers Association, 
lumber shipments of 405 mills re- 
porting to the National Lumber 
Trade Barometer were 3.0% above 
production for the week ending 
March 8, 1947. In the same week 
new orders of those mills were 
30.4% above production. Unfilled 
order files of the reporting mills 
amounted to 70% of stocks. For 
reporting softwood mills, unfilled 
orders are equivalent to 27 days’ 
production at the current rate, 
and gross stocks are equivalent to 
36 days’ production. 

For the year-to-date, shipments 
of reporting identical mills were 
13.0% above production; orders 
were 20.2% above production. 


Compared to the average corre- 
sponding week of 1935-1939, pro- 
duction of reporting mills was 
26.8% above; shipments were 
21.7% above; orders were 50.1% 
above. Compared to the corre- 
sponding week in 1946, production 
of reporting mills was 14.0% 
above; shipments were 7.3% 
above; and new orders were 48.2% 





above. 





McGurk Resigns as 
Ambassador to Uruguay 


The resignation of Joseph 
F. McGurk as Ambassador to 
Uruguay, effective April 30, was 
announced at the White House on 
March 8, according to Associated 
Press advices from Washington, 
from which we also quote: 


Mr. McGurk, a veteran For- 
eign Service officer, asked on 
Jan. 31 to be relieved because 
of ill health. In disclosing this, 
the White House made public 
President Truman’s letter to Mr. 
McGurk which said that he ac- 
cepted the resignation “with 
deep regret and reluctance.” 


A native of Paterson, N. J., 
Mr. McGurk entered the State 
Department in 1914 and was as- 
signed to the American Con- 
sulate at Valparaiso, Chile. Dur- 
ing his long career the 55-year- 
old diplomat served in various 
European and South and Cen- 
tral American countries. 





ee 


Boyd Heads Bureau 














Of Mines 


President Harry S. Truman on 
March 8 announced that James 
Boyd, dean of the faculty of the 
Colorado School of Mines, has 
been named to succeed Dr. R, ~~ 
Sayers as director of the Burez 
of Mines, Department of the Inter- 
ior, Dr. Sayers is to return to the 





Public Health Service on April 1. 
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Edmund Bartlett has been 
elected an Assistant Treasurer of 
J. Henry Schroder Banking Cor-| 
poration and of Schroder Trust’ 
Company of New York. 


Joseph A. Broderick, President 
ef. the East River Savings Bank 
of New York has announced the 
election of Leroy A. Wilson, Fi-! 
waancial Vice-President of the, 
Amer.can Telephone and Tele- | 
graph Company, as a member of | 
the bank’s board of trustees. Mr. | 
Wilson, a resident of Glen Ridge, | 
N. J., graduated from Rose Poly- 
technic Instiiute and immediately | 
joined the Indiana Telephone 
Company. Transferred to the 
American Telephone and Tele-| 
graph Company in 1929 he has 
filled successive positions, becom- 
ing Vice-President in 1944. 


Henry B. Lockwood, a member 
of the Executive Committee and 
operating board of radio station 
WOR, has been elected a trustee 
of The Prudential Savings Bank, | 
Brooklyn, it is announced by | 
Frederick V. Goess, President of | 
the bank. Mr. Lockwood has been 
associated with banking since 
1918. He was formerly with the | 
Chatham Phenix National Bank 
and was Assistant Vice-President 
of the Manufacturers Trust Com- 
pany until 1944 when he went 
with WOR where he is presently 
managing the recording division. | 


| 


Elliott M. Eldredge, President of 
the Williamsburgh Savings Bank 
of Brooklyn, N. Y., announces that 
the board of trustees has declared 
a dividend, payable April 1, 1947, | 
at the increased rate of 2% per 
annum. The favorable method of 
interest payment, from day of de- 
posit compounded quarterly, has 
been retained, he said. This is the 
235th consecutive dividend paid | 
by the bank since it was founded | 
in 1851. 


Bernard F. Hogan, President of | 
The Greater New York Savings 
Bank, Brooklyn, N. Y., announces 
that the board of trustees have 
declared a dividend payable April 
1, 1947 at the rate of 2% per an- 
mum. The bank, which is celebrat- 
ing i's 50th anniversary this year, 
has paid regular dividends with- 
out interruption since 1897. 





The Bayside National Bank of | 
Bayside, N. Y., increased its capi- 
tal on March 3 from $200,000 to 
$400,000 by a stock dividend of 
$200,000 and from $400,000 to 
$500,000 by the sale of $100,000 of 
mew stock, it was indicated in a 
recent bulletin of the Comptroller 
of the Currency. 


The New York State Banking 
Department reports that the Ge- 
mesee Trust Company of Batavia, 
W. Y., has received approval from 
the Department for an increase of 
capital stock from $173,500, con- 
sisting of 9,800 shares of preferred 
Stock of the par value of $7.50 
each and 4,000 shares of common 
stock cf the par value of $25 each, 
to $189,500, consisting of 8,600 
Shares of preferred stock of the 
par value of $7.50 and 5,000 shares 
of common stock of the par value 
of $25 each. 


The bank headquarters at Girard 
and Frankford Avenues in Phila- 
delphia, formerly operated for 
many years by the Kensington 
‘Wational Bank, opened for busi- 
‘mess on March 17 as the Kensing- 
ton Branch of The Pennsylvania 
Company for Insurances on Lives 
end Granting Annuities with all 


and employees remaining as offi- 





cers a..d employees of The Pean- 


sylvania Company. An announce- 
ment in the matter also says: 

“This transfer of ownership is 
a result of the purchase of the 
assets of the Kensington bank, 
valued at approximately $35,500,- 
000, by The Pennsylvania Com- 
pany. Approval of the transaction 
was voted by the Kensington 
stockholders on February 27, fol- 
lowed by similar action by the 
stockholders of The Pennsylvania 
Company on March 8. The acqui- 
sit-on of the Kensington Bank ex- 
tends the facilities of The Penn- 
sylvania Company to another im- 
portant section of Philadelphia. A 
merger with the Germantown 
Trust Company was also approved 
by both the Pennsylvania and 
Germantown stockholders on 
March 8, which will result in the 
four offices now operated by Ger- 
mantown Trust Company becom- 
ing branch offices of The Penn- 
sylvania Company at the end of 
this month. When this latter 
transaction becomes effective, The 
Pennsylvania Company will be 
operating 18 offices in the city 
and suburbs, including its head 
office at Fifteenth and Chestnut 
Streets.” 

An item respecting the above 
proposals appeared in our issue of 
March 6, page 1308, in which it 
was stated that The Pennsylvania 
Company plans to change its name 
to the shorter title of Pennsyl- 
vania Company for Banking & 
Trust, the change, it is understood, 
being subject to the approval of 
the Pennsylvania Legislature. 


The Lincoln National Bank of 
Washington, D. C., announced on 
March 15 that Walter R. Fry had 
been promoted from Assistant 
Cashier to Assistant Vice-Presi- 
dent of the directors. The Wash- 
ington “Post” in making this 
known added that Louis C. Pala- 
dini has been promoted from 
Comptroller to Cashier. 


It is learned from the Toledo 
“Blade” of March 13 that a plan 
to increase capital surplus of the 
Commerce Guardian Bank of To- 
ledo from $2,200,000 to $3,100,000 
and its conversion from a State 
to a national bank will be sub- 
mitted to stockholders at a special 
meeting on March 24. Directors of 
the bank approved the plan on 
March 12. According to the 
“Blade” Milton Knight, President, 
said the program has been under 
study for several months. From 
the same paper we also quote: 

“Mr. Knight said the conversion 
to a national bank will follow the 
consummation of the recapitaliza- 
tion. As part of the recapitaliza- 
tion plan, the directors propose to 
split the stock on a 4 for 3 basis. 
At present there are 30,000 shares 
outstanding, each share with a par 
value of $33.33144. The plan con- 
templates changing the par to $25 
a share and issuing each present 
shareholder four new shares for 
each three present shares. 


“To obtain additional capital the 
bank proposes to issue $900,000 of 
new common stock, par value $25. 
The stock first will be offered to 
present stockholders on the basis 
of two shares of new stock for 
each three shares now held. A 
total of 20,000 shares will be of- 
fered in this manner at a price of 
$45 a share. The projected book 
value of the bank’s stock after the 
split and after sale of additional 
20,000 shares will be $59.93 a 
share based on the bank’s state- 
ment of Dec. 31, 1946. 


“Toledo has not had a national 
bank since the closing of the First 
National Bank in August, 1931.” 


The Mercantile Commerce Bank 
& Trust: Co. of St. Louis an- 


| 


‘|per share, payable April 
‘| stockholders of record March 20. 





nounced on March 10 the appoint- 
ment of Walter F. Krueger as 
Assistant Cashier. The directors 
of the bank have declared the 
regular quarterly dividend S = 

re) 


A. L. Pritchard was appointed 
Vice-Chairman of the board of 
directors of the National Bank of 
Commerce of Memphis, Tenn., at 
a board meeting on March 11. He 
will take office April 1, the Mem- 
phis “Commercial Appeal’ re- 
ports, and it further states: 

“Mr. Pritchard is now chief exec- 
utive officer of the Bank of Com- 
merce & Trust Co. which will sur- 
render its charter and complete its 
liquidation Saturday and has been 
in charge of the liquidation. Any 
remaining assets of the bank w.ll 
be liquidated by the bank’s trus- 
tees. 

“Albert L. Long, who has been 
associated with the National Bank 
of Commerce for 23 years, re- 
signed as Vice-President to accept 
a position as Vice-President of the 
Republic National Bank at Dallas, 
Texas. The resignation will also 
become effective in April. 

“Mr. Pritchard has been in the 
banking business in Memphis for 
14 years.” 


Doddridge Nichols, Vice-Presi- 
dent of the Union Planters Na- 
tional Bank & Trust Co. of Mem- 
phis, Tenn., died suddenly on 
March 10, the “Commercial Ap- 
peal” of Memphis of March 11 
stated. Mr. Nichols had led war 
bond drives to a goal of more than 
$260,000,000, said the paper indi- 
cated, from which we also take 
the following: 

“Born in Obion, Tenn., May 9, 
1898, Mr. Nichols started with the 
Union Pianters National Bank & 
Trust Co. as a clerk in 1917. He 
progressed steadily, was promoted 
from Assis‘ant Cashier to Assist- 
ant Vice-President and then to a 
Vice-President exactly 10 years 
ago today.” 

The United States National Bank 
of Portland, Oregon, increased its 
capital on March 1 from $8,000,000 
to $10,000,000 by a stock dividend 
of $2,000,000, it is learned from 
the March 10 Bulletin of the 
Comptroller of the Currency. 


Donaghy Named Asst. 
Of NY Cotton Exchange 


James William Donaghy, vet- 
eran employee of the New York 
Cotton Exchange has been named 
to the post of Assistant Secretary, 
according to an announcement by 
Gustave I. Tolson, Vice-President 
of the Exchange, and Chairman of 
its Executive Committee. The ap- 
pointment became effective on 
March 17. Mr. Donaghy entered 
the employ of the Cotton Ex- 
change on July 5, 1928 and be- 
tween that date and July, 1942 
was assigned to many of the ad- 
ministrative offices of the Ex- 
change. He entered the armed 
services in 1942 and served until 
June, 1946 when he returned to 
take up his interrupted service 
with the Exchange. He attained 
the rank of Captain in the reserve 
forces of the army and served 
many months in the European 
Theater of Operations. Mr. 
Donaghy will act as assistant to 
John J. Scanlon, incumbent Sec- 
retary of the New York Cotton 
Exchange. He is a native of New 
York City. 


Senate Confirms 
Nomination of Austin 


Warren R. Austin was con- 
firmed by the Senate on March 5, 
as United States Representative 
on the United Nations Commission 
for Conventional Armaments. Mr. 
Austin, former Republican Sena- 
tor from Vermont, is also the 
U. S. representative on the United 
Nations Atomic Energy Commis- 
sion, and U. S. representative on 
the United Nations Security 
Council. 





From Washington Ahead of the News 


(Continued from first page) 


den of Britain herself on 
backs for a long time. 

In this “emergency,” instead of 
Truman just diverting most of 
the $350,000,000 already sought 
for additional European relief to 
Greece, nipping some off that 
planned for the Stalin controlled 
countries; possibly asking for an 
increase in the appropriation, a 
new appropriation is sought as a 
“challenge” to Stalin. This seems 
to serve many purposes: support 
Marshall’s hand at Moscow, what- 
ever that means, discourage any 
reduction in the military appro- 
priation (not a small factor in the 
slightest) and let those smaller 
countries that “want to resist 
Communism” know we are pre- 
pared to asSist them. 

It is this latter purpose that the 
debate in Congress seems likely 
to tear to pieces, and if Marshall 
doesn’t use his strengthened hand 
at Moscow right quickly, the de- 
bate is likely to give it the palsy. 
Because it seems that Congress’ 
attitude will be revealed as “Oh 
Mr. President, we’ll give you the 
money because you promised it 
and because we are giving away 
money anyway, but we don’t un- 
derwrite your implications.” 

Stalin will learn what he al- 
ready knows, that we pretty gen- 
erally despise him, but that we 
aren't going to attack him, and 
he isn’t going to attack us; that a 
lot of our internationalists are 
plenty embarrassed over their 
having taken the country into the 
Second World War to kill off 
Hitlerism, only to set up Com- 
munism over all Europe, that 
they’re plenty embarrassed but 
they don’t know what to do about 
it. He will realize that insofar as 
the Greek “crisis” is concerned, 
all he’s got to do is keep his 
stooges quiet until the money is 
spent, then turn them loose on 


our 





their guerrilla tactics again. He 


can’t be very excited about our 
using this money to keep Com- 
munism away from the Mediter- 
ranean when it is already there, in 
Italy, though not yet dominant: 
dominant in France, and with 
Britain on a Socialist experiment 
that will lead to Communism, in 
the opinion of many students. if 
she doesn’t turn back. 

It is not without significance 
that along with this “crisis” has 
come a renewal of the propaganda 
about what we can do to build 
up the Near East, setup sanita- 
tion systems, waterworks, hydro- 
electric projects, factories, etc. 
This is real global-mindedness 
and it has been peddled for a 
long spell. Roosevelt used to talk 
with Mrs. R. and Elliott about it: 
he would like to have been sort 
of chief engineer for the works. 


It is doubtful if the global 
minded boys will be quite happy 
over the way Congress gives this 
appropriation. They want it to 
carry “significance,” “implica- 
tions”; to serve as another enter- 
ing wedge in their global scheme, 

Congress doesn’t seem to be in 
the mood to give it in any such 
way. As a matter of fact, the de- 
bate bids fair to make Truman 
look highly ridiculous. There are 
mighty few on the hill who don’t 
think he acted impetuously and 
unwisely. The next few days will 
probably be highly enlightening 
as to just how this “emergency” 
developed. 

But we may as well realize that 
we've got to get used to these 
“emergencies,” because of our 
“position in world affairs.” We 
must quit letting them excite us, 
not close our stores whenever one 
occurs in the belief the world has 
come to an end. We've got to 
learn to take them in our stride. 
They constitute a new field of po- 
litical endeavor. 





Death of Dr. Trip | 


Dr. Leonardus J. A. Trip ,| 
former President of the Nether-| 
lands Bank and pre-war President | 
of the Bank for International | 
Settlements at Basle, Switzerland, | 
died at his home at The Hague on| 
March 5. He was 70 years of age. | 

Advices from The Hague 
(Aneta) March 5, appearing in| 
the New York “Times” said in| 
part: 

Dr. Trip became President of | 
the Netherlands Bank in Oc- | 
tober, 1931, after Gerard Visser- | 
ing had resigned because of 
heavy losses suffered by the 
bank due to devaluation of the | 
pound-sterling, the possibility | 
of which Vissering had been led 
to discount. | 


The new President remained | 
at his post when the Germans! 
invaded Holland in May, 1949. 
Hoping to avert a financial 
catastrophe for the Netherlands 
he accepted the Secretary Gen- 
eralship of the Finance Minis- 
try, but resigned this position 
in March, 1941, when it became 
clear that German financial 
policy was aimed at exploiting 
Dutch resources for the benefit 
of the oppressors. Dr. Trip re-| 
fused to cooperate with the pol- 
icy or be held responsible for | 
it. 

When the Germans _§ soon 
afterward dismissed him from | 
the Presidency of the Nether- | 
lands Bank, Dr. Trip, by moving | 
from place to place, succeeded 
in staying out of their hands| 
during the remainder of the 
war. Immediately after the 
liberation, he resumed the Pres- | 
idency of the Netherlands Bank. | 
He retired on May 1, last year. | 

Dr. Trip began his career in! 
the Ministry of Finance in 1901, | 
after receiving a law doctorate | 
from the University of Utrecht. | 
In 1916 he became Netherlands’ | 
Treasurer General. Seven years | 
later he went to the Indies 


where from 1924 to 1929 he was 


President of the Java Bank, the 
Netherlands Indies bank of is- 
sue, in Batvia. 


His many international ac- 
tivities included the Vice-Presi- 
dency of the gold delegation. 
League of Nations; membership 
on the Central Banking Inquiry 
Committee of British India 
Chairmanship of the Subcom- 
mittee of Economic Experts 
Geneva; Chairmanship of the 
Preparatory Committee for the 
International Economic and F'- 
ancial Conference, London 
1933, to which conference h¢« 
also was a Netherlands’ dele- 
gate. 


Filipinos Approve 
U S Trade Agreement 


In a national plebiscite © 
March 11 the Filipinos votec 
overwhelmingly for a_ constitu- 
tional amendment to give the 


| United States equal trading rights 


until 1974. By a margin of approx- 
imately 3 to 1, the Government 01 
President Manuel Roxas was sup- 
ported in its recommendation 0! 


parity in return for millions Ci 


American dollars for rehabilita- 
tion purposes, according to Asso- 


‘ciated Press advices from Manila 


on March 12. From the Associatec 
Press we also quote: 


Approval of parity means fre’ 
trade for leading Filipino ex- 
ports for the next eight years 
as well as full payment of more 
than $620,000,000 in rehabilita- 
tion funds from the United 
States. Filipino opponents had 
struck hard at the insistence ot 
American Congressmen, in 
framing the trade acts, for writ- 
ten constitutional guaranties 
batore making the funds avail- 
able. 


Approval also means that the 
peso will be pegged to the dol- 
lar at the present 2-to-1 rate 


until expiration of the trade 
agreement in 1947. 





